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It took the people of C hase to engineer t 





It takes more than steel and sound engineering characteristics no other bank has 
to build a bridge that connects the European and Asian For one thing, there is our size and strength. An 
sections of Turkey $ our true global network. This helped us put together tl 
It takes powerful banking skills, too international banking consortium that was needed. Ar 
And, to the construction consortium that won it also gave us the edge in knowing the market well 
the bid to build the new bridge. there wasnt a bank with enough to determine not only where the money coulc 
better ability than Chase ° best be raised from both bank and non-bank sources 
Because out of the 50 or so major financial but also the best ways to time the financ Ing 
institutions in the world, Chase offers a combination of Most important there's our DCO] le. Pe j| le wit 











500 million financial structure for this. 


'xpertise in all fields. From syndication experts to trade knowledge and the broadest range of commercial and * 
linance specialists in export credits and aid loans. To our investment banking products is what sets Chase apart 
indisputed leadership in project finance. All of which ftom other financial institutions 
were vital to this endeavour And, its why Chase was able to bring off what 
And. all in an environment that effectively Euromoney Trade Finance Report called one of the 
ombines commercial and investment banking skills like most talked about deals of the year 
10 other financial institution. Y Fully integrated global banking. No matter how 
This total global banking capability that integrates complex a project it may be, one thing is simple 
size, international network, specialized industry Choosing the right bank to support it. 
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Competitor 


okker 100. Keeps you ahead in a turbulent market. 


JO Other airliner offers the flexibility to win Not only is the Fokker 100 superior to 

n todays intensely competitive environ- other new generation airliners in operatinc 
ment as the Fokker 100. Increase frequencies efficiency, it equals or surpasses them in 

n hub-and-spoke operations. Bypass technology. Its highly advanced flight dec 

ongested hubs with more nonstops. includes Cat. Ill all-weather capability. Anc** 

develop short-haul feed systems. Expand ` its advanced Rolls-Royce Tay turbofans 

nto unserved markets. [e matter how you meet all known future noise and pollutior 

ly it, this jet is a money-maker. restrictions. 


With 100 seats and a surprisingly low Give your airline unfair advantages. 
»reak-even load, this lightweight jet is The Fokker 100. 
mniquely suited to generate high yields on Fokker a eN 
outes too costly for bigger capacity Amsterdam 
s+quipment. Holland 


Fokker Aircraft U.S.A., Alexandria, Virginia 
Fokker, Melbourne, Australia 
Swissair. KLM. USAir. ILFC. 


The riaht Choire Qf aircraft keens a leadina ComDany a learner 
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nes be decisive, really, says 
ident Aquino, page 22. 


Levanters 

Arafat returns to Lebanon, 
page 24. Assad's troubles in 
Syria, same page. 


Liberté? 
Privatising and liberalising 


France, page 83. Privatising 
British Gas, page 87. 


Elephant-mating 

Slow and probably noisy, as 
Austria will discover, page 41. 
Its housebound president, 
page 42. Eeyore Hungary, 


Eagle tu turns turkey 
From President Reagan's 
blushes, what has to be saved, 
gage 15. Iranagua in 
Washington, page 31. Just 
what Egypt didn't need from 
America, page 21. 


If Taiwan secedes 
China will hate it, the West will 
have to recognise it, page 16. 
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At the cruzadoroads 


Painful path to a rich and 
democratic Brazil, page 18. 
Where Volkswagen joins Ford, 


page 77. 
Dear old things 


Catastrophic costs of care, 
page 32. 


Number-juggling 

Can America reform its budget 
process?, page 36. Should 
Britain?, page 55. 


Outsider dealing 

- Honest profits in London, page 
84. Wall Street after Boesky, 
page 85. Euro-equity market, 
pages 80-81. 
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As more pull out, page 69. But 
sanctions and disinvestment 
won't dissolve apartheid: a 
political idea that might, page 
17. Trouble with black 
policemen, page 25. 


Non-stop Ire-land 

A fair Anglo-Irish treaty has not 
quelled Ulster's tribal! war, 
pages 61-64. Any economic 
measures that could help?, 
page 19. 


Hitting the bottle 


Mineral water in Britain, page 
78. Water bars in France, same 
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And the droughts. The 
greenhouse effect explained, 
pages 89-92. 
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Darwin's bats 


But his theories were sound, 
page 93. 


Americanised Asians 
Hongkong s new accent, 
page 79. 
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Handle with care 
China mounts the western 
play, “Equus”, page 96. A 
record-breaking sale of 
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Chinese ceramics, page 98. 
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nbryo research - 


‘rue though it may be that 
first few days embryos 
* no more than "'clus- 


















both of its parents as it will ever 
be Soy it. the start. 


s development for the pur- 
A of d should 

































A extraordinary mea- 
eeded 


b idge 


C. B. GOODHART 


-Surely the significance of 
"death is that it is the final 
t in the human development 
acess when no further contri- 
rom an individual can be 
ed? Whether that process 
ed before or after brain 
n, or 70 years after birth, 
a difference in name 
abortion, killing — or 


w 




























be b available to engineer hu- 
evolution, it frightens me to 
ik there are those who believe 
ley, or others, have the judgment 
se it. Politicians are the most 
pighteningly ill equipped of all. 

Henfield, 


STEVEN T. SLAUGHTER 


Your leader is misleading 
en it states that in developed 
ntries "most abortions” are 
formed “at much later than 
e weeks". In the United States 
-most recent statistics show 
t 51.4% of all abortions were 
p eight weeks or less 






| figan: 
im, biologically a as distinct from 


over 12 weeks. 

The United States appears to 
be superior to most other devel- 
oped countries in this regard, —— 
New York |. F. Lanpis MACKELLAR 





Tolerant India 
SiR—Despite your article on 
communal violence in India (No- 
vember 1st), the great majority of 
Hindus, Muslims, Christians and 
others live peacefully together. 
Here in southern India, there are 
many examples. of different reli- 
gious bodies actually sharing 
each other's places of worship. 

In the heart of Madras city 
(population now around 6m) 
there is a Muslim. shrine where 
Hindu and Christian women (in- 
^ cluding high-caste Brahmin wom- 
en) bring their babies to be 
blessed by the mullah. A few 
blocks farther on is a Catholic 
church crowded, especially on 
Fridays, by Hindus and Muslims, 
as well as Christians. On the holy 
Muslim day of Muhurram, Mus- 


lims in. Madras have the heredi- 


tary right to use the sacred waters 
of the temple pool of the beauti- 
ful Hindu Kapaleeswara temple, 
in the heart of the city. 

Because of a legend that a 
crippled Muslim boy saw a vision 
of the blessed Virgin Mary, and 
was consequently cured, thou- 
sands of Muslims from the Mid- 
dle East and Malaysia join Hin- 
dus and Christians at the annual 
festival of the Vailankanni Ro- 
man Catholic church, farther 
south. In neighbouring Karnata- 
ka state a joint Hindu-Muslim 
object of worship in the Baba 
Budan mountains is presided 
over by a Muslim priest, who 
administers to multitudes of Hin- 
du pilgrims as well as to Muslims. 


The list is endless. 


It is, I know, unfashionable to 
write anything pleasant about 
contemporary India, but com- 
pare that, if you please, with the 
carnage Christian wreaks upon 
Christian in Northern Ireland. 
Imagine, if you can, a Bapti 
minister celebrating mass in 
Peter's. And from the days whtn 
I was a small choirboy in Britah I 
have vivid recollections of | w- 





dignantly out of church infthe 

middle of the service because a 

visiting high-church clergyman 
made the sign of the cross! T 


Madras. 


| India | HARRY M ILLER 
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SIR You dices the argum 





of sceptics that human beings. 






never engaged in cannibalism asa A Wi 
regular part of their diets (Octo-.. his. $ 









ber 25th). 


iot Morison, was sure they « 
According to Morison, the e 
plorer, Giovanni 


the Lesser Antilles, 
Guadeloupe, 
watched. 


Verrazzano’ s ship, La Flamen- 


anchored offshore. Gio- 


gue, 


vanni.and his brother, Girolamo, | 
were rowed to the beach i in one of - 
La Flamengue's boats. The: boat: 

stopped outside the breakers and 
Giovanni waded ashore alone. A” = 








group of Carib Indians were wait- 
ing for him. As soon as Giovanni 


stepped ashore, the Caribs killed SIE 


and ate him. Girolamo and the 


boat's crew were unable to bring. 
the boat through the breakers to- 


help him, and La Flamengue was 
too far offshore for its guns to be 
effective. — 
West Baldwin, 
Maine 


SiR—Contrary to Miss Spikins’s 
assertions (Letters, 


ans, who have been familiar: 
the findings at Fontbrégou: 
several years, accept them as the 
most convincing evidence t 





for the defleshing of human bod- 


ies. Whether they constitute con- 
vincing evidence for cannibalism 
and its possible beastliness, is a 
separate matter. People might 
have eaten human flesh for vari- 
ous psychosomatic reasons un- 
knowable from the archaeologi- 
cal evidence alone. Cannibalism, 
were it practised, need not indi- 
cate that prehistoric popes were 
unsophisticated. 

Many early Neolithic commu- 
nities still hunted game, “Neo- 
lithic hunter” is not a contradic- 
tion in terms. The rise of 
"Woman the gatherer" at the 
expense of “Man the hunter" is 
partly a side effect of. ao 
feminism, but it should be borne 
in mind that a largely vegetarian 
diet is practical only in warmer 
climates than Europe. 

London EsMÉE WEBB 





Bangladesh 


SIR—You say ("Bangladesh", 
October 18th) that Sheikh Mujib 
had a habit of murdering his 


opponents and nationalised ev- 





erything he could ae 
on. I strongly o 





The distinguished t 


American historian, Samuel El- ciates s had create di a reign ofi ter- 










i Montreal 


-Gandhi as “« 


November 
8th), the majority of prehistori- 


SiR—Your remarks about tl 





ror but, nevertheless, killing was 


- mot prevalent. 
Verrazzano, A 
was eaten in 1528 by Carib Indi- i 
ans on the beach on an island in 
probably 
while his crew had. 


Sheikh Mujib did not need to 


_kill in order to stay in power. He 


was the most highly regarded and 
liked leader that Bangladesh ever 
ne of his people abused 
r, and practised corrup- 
Sheikh. Mujib did .not 
tion against them. early 
Consequently, he had to 






enough. E 
pay dearly for this, which was a 
tragedy for the nation. 


_Anis Z. CHOWDHURY 
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| eferences, "courtesy D 
1- Midi to his "t 


once (to my knowledge at any 
ste) mentioned his father public- 
ly. A. pity, for Firoze “Gandhi, 
belonged to that. ver e 







iself—the “hon- 
est and straightforward” Indian 
politician. 


Bombay Dina SUNTOOK NAYAR 





lreland’s economy 





Irish economy (November 1st)" 
were superficial. The Fine Gael- 
led coalition has many achieve- 
ments to its credit. 

(1) Inflation has been reduced 
from 21% to 3%.. 

(2) The annual rise in uneniploy- 
ment has been reduced from 
43,000 in 1982 to 3,000 in 1986. 


(3) Everyone on PAYE is getting 


at least a week's pay more per 
year because of the January 
budget. A 

(4) The “enterprise allowance 
scheme, social employment 
scheme, and employment incen- 
tive scheme ensure that over 
20,000 people are at work who 
otherwise would be unemployed. 
(5) Tenants who vacate local au- 
thority housing can secure up to 
£10, 000 i Din x grants and subsidies to 











Our Client, a large-scale independent Pension Fund, 
 .;Seek ani investment professional ideally in his/her mid ont sk £ 
30's to head up their investment team. Skills in the area of runa small but hi stl Dot oral eoan 
» asset allocation and modern portfolio management are A salary of around £40,000 + car is envisaged 
E he majority of the Fund's UK. and overseas equities ^ based in Central London. Please reply in the fi 
se ianaged on a passive basis and the Fund uses to Keith Fisher, Pariner, quoting ref. 780, at Ove 
primarily asset allocation to attain superior performance. ^ & Barry, Prince Rupert House, 64 Queen Stree ondo 
The person appointed is therefore likely to come from a EC4R 1AD. Tel: 01-248 0355. | ! 
background which combines research and economics, 
and is likely to be currently working for an Insurance 


Company or another Independent Pension Fund. He/she Overton Si irley Ex iS Barr r r "En 


Sd have a à first and possibly second degree in an enn 
Sod Rm INTERNATIONAL TL 


Bar roup is a leading name among the Accepting. House: ; and 
operations Itis being reshaped to become an investment bank, fo 
mar 


As Assistant to a Group Managing Director you would ¢ carry through projects which would contribute to the " T 
global strategy and ira High deo of Y nd in deeds this you would be T with the central top 


igi ; slor creative thinking . The role riiv an 
excellent opportunity for act 
. career step. 
‘You need to have a first class honours degree, bakio 
merchant era a ra class lain iie firm or inG 









utflow of capital as specula- 
hoped for a devaluation of 
punt. Thus an interest rate 
followed. Of course British 

bership of the EMS would 











Your claim—that “Irish indeci- 
on hamstrings the Anglo-Irish 
artnership"—does not stand up 








there a similar level of enthusi- 
asm on the British side? 

- Truly it may be said that Brit- 
ish indecision damages Ireland 
ad its friends. 















































JOHN BARRY 
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adia control 
-In West Germany, Mr Nor- 


dia problem (November 8th) 
ver to. Media Control, an inde- 
ident company which surveys 
ad evaluates radio and televi- 
broadcasts. It has the techni- 
out to pick on all items of a 
theme of current interest 
dcast in a given period. 
e. its highly accurate find- 
l which may of course not 

| customer's 


viet renunciation of the 
v. doctrine (October 
ould be the only way to 
ern Europe's protracted 
The possibility that Mos- 
ould even consider such a 
damental change in its ideo- 
posture, is quite remote. 
' free world, because of its 
ence on this issue, bears a great 
al of responsibility for the 


When Moscow, after the inva- 
sion of Czechoslovakia, pro- 
laimed its "revolutionary" right 
to dominate the region perma- 
ently, the western governments 
responded with a series of pro- 
sts. But their response fell far 
Ort of what that blatantly ag- 
essive claim would have re- 
quired. Soon even the protests 
)ped. 

n the course of the Moscow 
iit of 1972, the late Leonid 
rezhnev prevailed upon Rich- 
Xon to omit from their 
ing declaration the seditious 
; “right to Self-determina- 

















pment. — of a shady ree that des 
: atest sterling crisis led. to i 


to objective analysis. Mr Peter. 
Barry, the Irish foreign affairs. 
minister, has been an enthusiastic. 
supporter of the agreement. Is. 


n Tebbit could have turned his 


..« Hans Spross 


order so that there is no 


what Yalta had not: a sell-out. 
The Kremlin achieved a long- 
sought objective—the de facto 
recognition of its mastery over 
Eastern Europe—in return for 
some platitudes about disarma- 
ment and good intentions. This 
was a conceptual blunder of glob- 
al dimensions. By accepting to- 
talitarianism as a "reality" in Eu- 


rope, it gave a boost to the 


totalitarian trend around the 
world. 

It is a cardinal liberal-demo- 
cratic tenet that the right to self- 
determination is the inalienable 
prerogative of the peoples of the 
world; that it is an absolute which 
cannot be revoked by dictatorial 
fiat. Still, most members of the 
western news media—who lived 
by the liberal gospel all through 
their professional lives—either 
meekly accepted or applauded 
the result of the Moscow summit. 
It was a thinly veiled victory for 
the Brezhnev doctrine and the 
gravest rebuff to liberal values 
since Munich. 
New York LaszLo T. Kiss 
America and NATO 
SIR— The fact that Europe dith- 
ers over matters such as terror- 
ism, which the United States con- 
siders important, must have more 
to it than simply lack of consen- 
sus (November 1st). 

Quite simply, NATO is out of 
date. A relationship that is struc- 





tured by one party subsidising the 
other's defence should result in 


the kind of behaviour that is 
consistent with such a relation- 


ship. Unfortunately, this has not. 


been the case. 
Time and again, when an issue 
deserves a swift and forceful re- 
sponse, the Europeans have tak- 
en a more self-centred approach. 
This should not be surprising. 
With over $100 billion spent an- 
nually by the United States in 
support of the NATO alliance, 
Europe can well afford to take 
positions of appeasement. 
Perhaps it is time to rethink 
this unequal arrangement. The 
present relationship was con- 
ceived at a time when econo 
dictated a dominant role for | 
United States. That is no loger 
the case. 
A more self-reliant Eufope 
would need to put its val 






derstanding. It might also relieve 
some of the tension that is 
ated with a world in whic 
are only two major powers. 
New York 


BSOCI- 
here 


HENRY R. ENGLER 





tangled wars” 
states that “unlike Amnesty In- 


ternational, which refuses to help 
prisoners with blood on their 


hands, the International Com- 


mittee of the Red Cross believes., i 
its role is to assure a minimum’ 
standard of human decency for. 


all: it makes no judgments about 
good or bad prisoners." "s 
It is true that Amnesty Interna- 


political prisoners who have nei- 
ther used nor advocated vio- 
lence. But it appeals against the 


ill-treatment, torture or execu- 


SIR— Your Geneva | correspon- 
dent's report (New rules for 
October 18th) c 


Niigata, 
ee i 












one expect - 
political and econo: Aii 
























| Big bang 


SiR—You overlook the. most 
plausible explanation of the ori- 


. gin of the universe (November 
i aUe God was concerned that the 
tional only seeks the release of © 











tion of prisoners in all cases 


known to the organisation, re- 
gardless of whether or not. the 
prisoner has used or advocated 
violence, or is imprisoned on po- 
litical or criminal charges. 

JANET JOHNSTONE 
London 





British prime ministers 
SIR—You have overlooked Lord 


Amnesty International =. | 


Liverpool, prime minister from gels s 


1812 to 1827, who is runner-up to pe 
Walpole in the longevity stakes .- 
(November 8th). Mrs Thatcher. 


would need to serve until 1994 to 
overtake him. She may have the 
stamina, but has the country? 


Brussels 








Richer than you 


SIR—Japan's real GDP per person 


Dick ae 
. massive overload. and explo- 





/'e gramme of 

deregulat ion. and computerisa- | 
tion. Unfortunately, as soon as | 
the celestial computer came on- 
line, the: angels rushed impatient- 
ly to try it out, resulting in a 





E. ~and. : of CONSE," ‘the cre- 








is about 80% of that of the Unit- Dubli 


ed States, less than West Germa- 
ny’s and marginally below 
France’s (October 25th). These 
data do not use exchange rates to 
convert income. Instead, 
use the purchasing power parit 





(PPP) of the currency. Studies ! 
show that there can be in practice 1^ 
enormous deviations between the - 


two. 


If your readers want to know 


more about valid comparisons of 
incomes, they may find the meth- 
odology described in Kravis, 
Heston and Summers, World 
Product and Income (J ohns Hop- 
kins, 1982). 


Philadelphia Irvino B. Kravis 


SIR—The vast majority of Japs: 


nese citizens would laugh at being - 
informed that they are wealthier 4 


than Americans. Until Japanese 


attitudes begin to shift and its | North America US$ 345 ‘Rest of world ims 


| The Economist Publications Ltd 
1l Marketing Department (ERM) 


bureaucrats and students start to 
place their nation’s postwar 
achievements 





bilities. Britain -may be 


they. 


in comparative 
terms, do not imagine that Tokyo - 
is about to take on new responsi- 









` tatest Special Report No.1072 
| Nigeria: The 
Dilemmas 
Ahead 


A POLITICAL RISK ANALYSIS: 

Tough adjustment measures to cope with a 
heavy debt burden and shrunken oil earnings . 

| carry significant risks for Nigeria's political 

| stability, Simmering. ethnic and religious 

|. tensions may be exacerbated as economic 

| conditions deteriorate for most Nigerians. Will. 
President Babangida's military government 

survive until. 1990, the target date for a return 

| to civilian rule? What form of government is 

: most likely after 1990? This report spells out 
































^o proved service is the: provision to chief operating executives in industry 
and commerce of a unique forum for information exchange and continuing 
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The Aimbrosetti Group has enjoyed. a twenty year reputation a as one of the pL 
most pres! igious management : consultancies i in Europe. A. key, and well: 


orientation to the latest business developments with the input of the most- 
authoritative international expertise and opinion. The Group now wishes | 
to. appoint a man or woman who will spearhead the Ambrosetti education. 
-and seminar service to CEOs throughout Western Europe. Our initiative is 
an extension of the strategy that has already established a joint vent aré 

peration in USA and links with Japan. Seg 














E ? yortunity to build a pan-European! business and 2 ins success " B 
will appeal to many. Our requirements, however, are highly 2 ds mE 
seek a top-class graduate, preferably MBA, aged over 35, and with a de 
successful career covering marketing and general management across — 
Europe. We expect your background, within a business services or- 
communications environment, to have opened the doors to many of the | 
iost senior decision-makers. Your ability to influence and lead is _ 
x supported by the organizational aptitude needed to provide a service of 
invariable excellence and, plainly, fluency in several languages i isan 
advantage. - : 


As an established member of the international business community, we 
expect you to have strong views as to the direction of this new venture, and 
_ you will enjoy responsibility for strategy and general management, 
reporting to the Group Board. A. high base remuneration, plus profit share, 
will provide a package of interest to the highly accomplished, and thereis | 
considerable latitude in the location of the administrative base of the 
business to take account of your country of residence. 





Please send a detailed e.v: to Ms Vanessa Yates, Ambrosetti Gos 
8 Clifford Street, London W1X 1RB o [pnois her in confidence on 


01 -439 1504/6/7. 





















c.£35,000 London 
The Client NT 


one of the best known and most geographically 
wide-spread. It is a professional distributor, 
marketer and seller of a wide variety of 
products and technologies world-wide and 
also provides skilled specialist services 
internationally. 








The Position We cats 


wants to strengthen and expand the corporate 
planning team at its head office in London by 
recruiting a Planning Manager. The role will be 
to undertake a variety of tasks connected with 
world-wide business expansion and rationali- 
sation, and will involve frequent close contact 
with the aia business units. 





The P. er. son The requirements 


are rigorous. Age between 30 and 38, with a 

good first degree and almost certainly an MBA. 

The following experience will be mandatory:- 

- demonstrated success in line management, 
particularly in. implementing change and 
including marketing experience 


- time spent in a major management consul- 
tancy undertaking strategic business studies, 
or in a successful company's corporate 
planning group. 

The successful candidate will exhibit the 

highest personal qualities and standards of 

professional management. The ability and self- 
confidence to be able to operate in a stand- 
alone capacity for long periods and to work 
with the minimum supervision, is also essential. 





The Sonet This is an 
exceptional opportunity in a major interna- 
tional Group with excellent prospects - 
advancement including well establis 
opportunities in line management. 







Please send full career details in the 
instance to: 


Search, We avers: s Pond ous Redlands ane, 
. Crondall. Farnham, Surrey GU10 SRE 
arene 102531 850164 or 850581. 

















ial organisatio nal an reporting a Hity 
Will be required to: plan, budget and stiperiise p oje development maintenance and 
production phases. = i0 
Must be fit and active. with. còn imar ling. dispositio and. accept. divisional 
responsibility.” ne "p 
Salary package will be within the Tange: 0 K 
equivalents o 
US$ 25,600 to 41 000 
A$ 39 600 to 63 300. 
STG 17,800 to 28,400 - : PT 
Part of this package will be: i | 
Six weeks annual leave after 12 months, return air fares to pia —— 
Furnished accommodation 
Personal accident insurance 
Medical insurance 
Workers compensation insurance d 
Üne servant. T 
Relocation expenses and 
Three year contract CX 
Airmail al past ilr ginge | family details, 
Coffee Senet sd and Resources. Management Se ces Pty, Ltd, PO 
Box 29, BANZ, WHP, Papua New Guinea. Tel No: 010 675 $6235), Tix Ne ENS. 
2035; Fax No: P 562296. dem 











































The Board of Trustees : invites EN C e 
po osition of Director of the Institute to replace Dr David | 
ayes who has had to return to the United Kingdom. | 


The Institute was founded in 1958 as a non-profit 
making incorporated EM wie the objectives of 
carrying out and: arch u is funded from 
contract Work and gr governi 















it oaae research 
economics. Wit! 4 
largest econo. 
Zealand. 


The initial app 
possibility ofa f ur T rave ‘nd t e rest of. 
the remuneration. ae will be- competitive and 
commensurate with ihe unusual combination of aca- 
demic and commercial skil 








Is required by this post. 


Applicants are invited to send. a | curriculum vitae and 
the names of of three refereesto: 





istance Learning programme 
leading to a Henley/Brunel MB. : 


dudys at } jike Msi a 
designed video and audio 


packages and regular tutorial 
workshops. Flexible because you 
can complete the programme 
in two years or much longer 
depending on how intensively you 

or are ab e to study. 
^ This flexibility even extends to 
starting dates. You can start at any time 
you like -why not next month? | 

For full details write to: um" BEEF dd phor 
Professor David Birchall, 27V ud dye Night. 
Henley-The Management aW" Tr 0491 571483 
College, Greenlands, NE f i | | 
Henley-on-Thames, 
Oxon RG9 3AU. 
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ine. secret bank accounts stir memories ‘of Nixon. 
president whose simple charm and simpler views 
d magic to make America stand talli is now caught 


is epublican party lost its majority i in the Sensi the 
ranian debacle threatens to weaken Mr Reagan for the 
est of his presidency. 

This immediate phase—daily revelations, stumbled 
cuses—will pass. Mr Reagan has not mutated perma- 
ly from eagle to turkey. If he were at once to accept 
internal inquiry will not be enough, he would 
i e that the original secretiveness was not 
oi ing to be compounded by a cover-up. Although 












oreign policy, it must be judged by its results in just the 
ame way as open policies are. Coming clean now will 


reserve the ability of this and future presidents to use 


ecrecy when that is needed. And coming clean would 
elp to ue deut Mr in cal s. enis. porem asset: his 











'anian affair has. shocked Americans almost as 
'h as the dark morning in 1980 when they woke to 
vain that their helicopters had been clogged with the 
and of that wretched desert. In some ways the shock is 
reater, because President Carter by then had a pre- 
umption of failure hanging over his every deed. Mr 
teagan was enjoying a presumption of honesty. No 
onger. Only one in three Americans questioned in an 
JBC poll on November 26th said they believed the 
resident's claim that he had not known about the 
Nicaraguan connection. Three-quarters of those ques- 
ioned disapproved of it. And Mr Reagan's approval 
ating fell by 14 percentage points, from an extraordi- 
lary 67% in early September to 53%. 

lese statistics are serious for a president whose 
ctiveness has always depended on that most useful 
political virtues, being more popular than your 
ponents. Individual congressmen, lobbyists and jour- 
ts did not let Mr Reagan do things his way because 
J| Were personally convinced by his policies and 















most countries, politicis and scriblilers 


that against a president whom the people love 


cy should always have a place in the running of - 


ated by his grin. Many of them would have loved 
g Oe were put off: even 1 trying. to do SO 





















































der in the name of the people. They sounded 


Being popular at home has helped grea 
policy. The Kremlin is not known for agonis 
approval rating of Mikhail Gorbachev, ` 
when an American president is popul 
what that means: confidence at the negot 
willingness to go for the long haul. Althou 
pretends that. politicians in trouble at h« y 
off popular deals abroad, the truth is rarely so kin 
superpower politics, favours are not done for the w 

.As for Mr Qui i he has mca on ud tad hie 

can i 





Lauro ee and, when ‘mind che angin 
ed, in pulling the marines out of Lebanon. Each t 
people cheered. He worked slowly and patiently on 
reform, believing that Americans wanted a si iF 
system. He was right: the lobbyists retreated, 
people approved. But on arms for Iran, he was fot 
one with the public, and the knowledge may dent h 
self-confidence. With his 76th birthday barely. ten 
weeks away, caution may now grip his soul. 

A newly cautious president and a newly assert 
Congress: doesn't that mean a big change in America 
policies? On the domestic side, no. Mr Reagan i 
already achieved most of his goals; even before. 
congressional elections, he was not intending 
mus more than consolidate. The scil. deficit needs 








cd improving, g^ “that | is gd task of the.’ itat 
governments. The war on drugs will drag on, as such 
wat do. If the economy goes badly wrong—the dollar 
plunges, say, or a few overborrowed companies go 
Sthe White House will do what it usually doe 
blame the Fed, and in private rely on it. — 

| policies that are vulnerable in the. wa 
a are on the foreign side, and they start. 
r Reagan's record as a free-trader has r 
tter than patchy. Within the past few mo 
Hhinistration has negotiated a cartel on se 
conductor chips with Japan; increased export subsidi 
on | American grains; and signed an agreement limiting 




















1ewly fortified Der ge opponents grid ‘wanted, 
Congress has been in Boc mood for several 

























routed. 1f he is now ie loved, more cautious, he may 
not be. ining to resist the pressures that could push 
th 0: to o 
s The ts to. Mr Reagan’ s last two years are 
hey count. He will probably find it 


c ? r Gorbachev may think it easier to 
e bully 1 him a id be ause the president's foreign- policy 
. team has be demoralised. On Nicaragua, Congress is 
-now far more likely to reject the president's appeal for 
. more money for the contras, if that is what he asks for 
when the present lot expires next year. Get it from 
witzerland, cynics will say. A policy that has been 
ouched by dishonesty, and probably illegality, is usual- 
y a policy that is doomed. 

— In Western Europe, perhaps most seriously, Mr 
Reagan may find it harder to maintain America's 
military commitment on its present generous scale. 

. Many Europeans will see in the Iranian affair confirma- 


leve nor China 



















he world' s recognition 


[he more like an ordinary nation-state Taiwan be- 
comes, the bigger the poser it presents to other 
'ountries: not least to great China, 100 miles away over 
e water. At present, the Kuomintang regime's claim 
be the true government of mainland China, residing 
mporarily in an offshore province, is dismissibly 
ibsurd. Most countries pooh-pooh this version of 1949's 
vents. They trade busily with Taiwan's thriving econo- 
my, but they keep their embassies in Peking. 

Suddenly, Taiwan's politics may have to be taken 
eriously. This is because, after 37 years of what 
amounted to a one-party state, its aging President 
. Chiang Ching-kuo is allowing an opposition party to 
- fight the election that takes place on December 6th. 
. The new Democratic Progressive party has no hope of 
- winning. Only a third of the parliament's seats are being 
. contested, the rest being kept warm by elderly Kuomin- 
. tang placemen because they "represent other provigces 
_ of China". But this is the first time an orgapfised 
opposition has been allowed to present to the peofle of 
Taiwan an alternative to the Kuomintang's lonf. 
ning we- are-really-China fantasy. » 
- The new party's platform is anathema to Kuongintang 
 hardliners—and to the men in Peking—becausefit calls 
for self-determination for the Taiwanese. That would 
nean an end to the right of the descendants offthe 1m 
hinese who fled abus the mainland i in 1949 to Tu 















wart that admits it's a separate country will deserve 


tion of their. ca iri 










DR to imr: leas to 5 defend n b enis ope 
president whose style has been cramped may not b 
able to calm these tempers. | 

Temper-calming has been a feature of the Reaga 
years. It is easy to forget that the world has worked it 
way out of many dangers—double-digit inflation, rece: 
sion, debt crisis, the revival of Soviet expansionism i 
the weak Carter years—through to the real possibilitie 
of a sweeping arms-control agreement between Russi 
and America, and of steadier economic growth every 
where, while fewer people are. living under brut: 
dictatorships than six years ago. © 

For these achievements, a confident America dé 
serves much of the credit. If the. symbol- 
confidence is brought low by a grubby intri 
world will be a rougher, riskier pla e. Better 
immediate agony of coming clean than the long, 
pain of powerlessness. ; 















and e established party cat get. 
Taipei both loathe it. —. 
Why is President Chiang playi ig with f le 
19m people of increasing ‘sophistication and. affluence 
they now have an annual income of $3,100 per Taiwar 
ese, ten times that of the mainland Chinese, half as bi 
again as the South Koreans. They have achieved thi 
because their largely alien rulers have let their entrepre 
neurs sell as freely to the world as do the 
while their people eat cheaper food at world jS. 
reward for this prosperity, the Kuomintang routine? 
gets 70% of the vote in Taiwan. Perhaps the oh 
president just wants to make this majority look mor 
legitimate and more respectable in the United States 
which takes half of Taiwan's exports and is increasing 
inclined to build protectionist walls against them. Bu 
perhaps he also wants to put the government in Pekin 
on notice. Taiwan, President Chiang may be saying 
will not be delivered to China, wrapped and packaged 
as easily as the British pu will present Hong 
kong to Suri in 1997. 





























Helping the r mouse to get away | n 
To let self-determination even de: talked: abow : 
Taiwan is a challenge to communist China. The 
al of Taiwan is. Peking’ $ next great foreign-pol 
after Hongkong. Chin iticeme fe 
Hongkong with th bro eof * N 

systems” was m 
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promised Taiwan bester terms than Hongkong got. It 
used the recent hijacking of a Taiwanese aircraft as a 
way of establishing direct contact with Taiwan. It goes 
on telling the United States that the unsolved problem 
of Taiwan is an obstacle to better Chinese-American 
relations. 

Yet the more democratic Taiwan becomes, the less 
likely its people are to move towards China. Taiwan 
was last part of Peking's empire in 1895. In the past 30 
years it has marched towards middle-class prosperity 
while the mainland imposed Marxist penury upon itself 
before starting to grope for a way out. 
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December 6th could mark the beginning of the end ofa 
Peking’s hopes of reabsorbing Taiwan. It could also - 
pose some hard questions to the West. The democratic - 
world cannot wish away any move towards democracy - 
in Taiwan, or tell the Taiwanese they have no right to 
self-determination. The more Taiwan looks like an — 
independent country, governed with the consent of its- 
people, the harder it will be for democratic states not to 
send ambassadors back there. The West will have to - 
hope that Peking gets preoccupied with its own ré- | 
forms; and that the Taiwanese mouse creeps away so 
slowly that the Chinese cat agrees not to notice. 





Black power, white rights 


à... Africans need to start consociating 


the Afrikaner inside the laager, the world outside 
looks less menacing than it did a few months ago. South 
Africa's black neighbours are in disarray after the death 
of Mozambique's President Machel. Western acts of 
disinvestment—such as the withdrawal of Britain's 
Barclays Bank (see page 69)—usually mean that white 
foreigners sell their assets to white South Africans on 
the cheap. These faint trumpet blasts will not bring 
apartheid's walls tumbling down. The challenge contin- 
ues to come from within: from the injustices and 
economic absurdities of apartheid. 

The Afrikaner who turns to look inward should see 
no cause for comfort. Mass arrests, strict censorship 
and the rest of the state of emergency which President 
Botha imposed in June have blocked the African 
National Congress's hopes of taking the black town- 
ships out of white control. But repression has not killed 
the spirit of rebellion. Black schools stay empty, rent 
boycotts continue. So, behind the curtain of censorship, 

. do demonstrations, shootings and necklacings. Is there, 
e this moment of balance between the feeble but 
owing power of blacks and the strong but diminishing 
power of whites, an opportunity to find the path of 
change without bloody chaos? 

If South Africa were a more urbanised, more inte- 
grated and less unequal society than it is, its 24m blacks 
might soon overwhelm its 5m whites. But the blacks are 
unarmed and immobile: even if they managed to win 
control of their own communities, they could be 
contained there by the whites' powerful army. If 
insurrection is your preferred solution for South Africa, 
settle in for a long slog. That vast, lonely landscape is no 
place for a People's War. 

The perceptive Afrikaner should nevertheless resist 
the temptation to do nothing. Repression on the scale 
required to cling to power indefinitely will turn white 
South Africa into little more than an army of occupa- 
tion, with all the penalties in blood and morale that 
entails. Prosperity would end as simmering insurgency 
stopped blacks moving into the skilled jobs needed to 
make an advanced economy grow. Sou Africa is now 


BER 29 1986 


* _* F. 
- A29 ae ver * ww 


"TET 
THE EC 3 
ey reda 


— | CNN LS TAM 





O (a 
T 
[4 



























only an inch away from this ETA some 20 000 
blacks have been arrested since June, and many town- - 
ships are under military occupation. 

To some Afrikaners inside the laager, such develop- - 
ments were the predictable result of political reform. | 
Since the Soweto riots of 1976, they say, the govern- - 
ment has already done much to dismantle the uncom- — 
promising apartheid of Hendrik Verwoerd. John Vor- 
ster opened more of the economy to black workers; . 
Pieter Botha has dangled before Indians and mixed- 
race people a promise of political power. Yet the 
violence has increased, not abated. Why go on? The © 
answer is that the whites have not yet offered the black. 
majority the one thing it wants above all else. Like 
citizens of other countries that claim membership of the £* 
free world, blacks want the vote. A 
An idea that isn't just political-science jargon 
In 1984, it is true, Indians and mixed-race Coloureds - 
were allowed to vote for their own representatives in - 
the new three-house parliament. Blacks were invited in- 
1983 to vote members on to local town councils. There 
is still talk of letting blacks elect members to a “national 
statutory council", and to the governments of autono- - 
mous black "'city-states" within South Africa. 

None of this offers the 24m blacks anything serious. | 
They are excluded from the new parliament. The — 

"national statutory council" would be purely consulta: 
tive. Those “city-states” would be hobbled town coun- 

s. It is little wonder that blacks cling so ferociously to 
ir demand for one man, one vote. Mr Botha reje ts 
th% demand, saying that it would deliver South Africa 
int® the hands of an oppressive majority. This argument 
ot do. 
| democracies are, in one sense, dictatorships of | 
ajority. They have been made into decent places | 
veryone, including minorities, by a variety of - 







flexibility of federalism, the entrenchment of individual _ 
freedoms in bills of rights. Mr Botha offers no clear |. 
alternative to some such experiment in majority rule - 
1: d 
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, under the law. To the extent that they mean anything, 
the National party's constitutional ideas point towards a 
. mixture of partition and confederation ending, at best, 
- jn a white Sparta surrounded by black Helotstans. But 
. partition cannot play a decisive part in South Africa's 
. future unless there are vast transfers of population: 
_ industrialisation has already locked at least 10m blacks 
. into the country's economic heartland. Is it beyond the 
 ingenuity of constitution-framers to find a better way of 
- protecting the "group rights" on which Afrikaners 
= claim to set such store? 
_ Take a closer look at “‘consociation’’, political-sci- 
ence jargon for political systems that give a dispropor- 
tionate share of power to minorities. Typical instru- 
ments of consociation include reserved seats in the 
cabinet, or the granting to minorities of veto power 
= when important interests—in education, say, or free- 
dom of worship—are at stake. Some of these ideas have 
been embraced by members of the KwaZulu-Natal 
indaba, the unofficial multiracial group that has been 
looking at the chances of sharing power between 
_ Natal's whites and Chief Gatsha Buthelezi's Zulus. 
. Could they apply to South Africa as a whole? 
.. Consociation is not as outlandish as it sounds. One, 
_ temporary, version has worked adequately for whites in 
Zimbabwe. A different version works smoothly in 
confederal Switzerland, where an informal ‘magic 
formula" keeps an intricate balance in the government 
between three languages, two forms of Christianity and 
a clutch of different parties. In Belgium the presence in 
the cabinet of both French-speakers and Dutch-speak- 
. ers is required by the constitution. In South Africa, 
_ though, most blacks greet the idea with understandable 
 mistrust: they see the government's insistence on pre- 
E Sing group rights as code for keeping power in white 
hands. 
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7. 


Not many countries enjoy either fast economic growth 
or good democratic credentials. Brazil can boast both. 
Its turbocharged economy, the free world's eighth 
— biggest, will probably grow at an official real rate of 
11% this year; the black market, in a surge of its own 
thanks to a price freeze and Brazilian protectionism 
. will add a few more points. This economic boom h 
. just helped the ruling Brazilian Democratic Movemegt 
. party, which began life in 1970 as a feeble prot 
- against military rule, to win 22 of the 23 elections 
_ State governors and a majority in the congress-c 
. constituent-assembly. Local legend may be right: 
. haps God really is a Brazilian. 
= Ifso, He has much to be rude about. The econogiy's 
= growth and the ruling party's sweeping victory are Both 
. products of the “Cruzado plan" which President José 
= Sarney announced last February. The plan—based on a 
E. 8 
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Brazil at the cruzadoroads 


- How President Sarney can invest his election triumph 
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Consociation is probably the closest Mr Botha can 
come to squaring black yearnings and white fears. To 
achieve it he will have to be bold. He will have to ditch 
his own right wing and find a way to persuade blacks 
that the concept adds up to something substantial. He 
will have to find credible negotiating partners—proba- 
bly drawn from the ANC—and announce a timetable for 
the transfer to democracy. 


You can’t hold a tiger’s tail for ever 

None of these changes will happen if, as many people 
believe, Mr Botha’s claim that he is willing to abandon 
apartheid is merely a bluff. Yet, whether he is bluffing 
or not, the white people of South Africa must let go of 
the tiger’s tail, or eventually be swallowed by the tiger. 
If they negotiate from their present strength they stand 
some chance of getting an orderly transfer of power, 
with the sort of safeguards that fearful people need. The 
army, for example, could progress slowly into black 
hands on the basis of a timetable drawn up at the 
negotiating table. The alternative is to watch the whites 
power trickle away until they can no longer negotiate MM 
decent future for themselves. 

Will the black majority, which has for so long had no © 
power at all, accept a solution in which the white 
minority keeps a disproportionate share of it? Blacks do 
not want the vote just for fun: they want it so that they 
can win power and undo the injustices of apartheid. 
That is the test they will apply to any white man's 
proposal. If a new constitution offers them some 
prospect of that—in return for the guarantees that 
would protect whites from a counter-apartheid—the 
blacks might accept it. Then would come the problem of 
how to make sure the guarantees were not overthrown. 
But if South Africa is to be spared the solution of blood, 
the alternative lies somewhere along these lines. 








new currency, a price freeze and deindexation of 
Brazil's inflation-haunted economy—was a political 
masterpiece that stopped prices in their tracks but gave 
everyone big wage increases as "compensation". The 
predictable first result was a consumer spree, followed 
soon after (and equally predictably) by some bare 
shelves in the shops and a growing reluctance by 
businessmen to invest in new plant. So, six days after 
the elections, the finance minister, Mr Dilson Funaro, 
announced large increases in some prices and indirect 
taxes. Consumers will pay up to 60% more for electric- 
ity, 80% more for cars. 

Mr Funaro says he wants to cut consumer demand by 
3-4% of GDP, reduce government spending by 1.8% of 
GDP, and release resources for both investment and 
exports. His new measures are unlikely to do it. Private 
consumption will go down, but nobody believes his 
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claim that his spending axe and higher taxes will 
actually balance the budget; private economists forecast 
a budget deficit of up to 6% of GDP instead. Inflationary 
expectations seem high, and Brazilians are again willing 
to pay a 100% premium to get out of the cruzado into 
the dollar. The trade surplus for October was only 
$200m, about $1 billion lower than it ought to be if 
foreign debts are to be properly serviced. 

Brazil, an entrepreneurial giant which is refreshingly 
rude about wanting to shoulder its way into the ranks of 
the rich democracies, is trying simultaneously (a) to 
grow fast and redistribute income so that the top 1% of 
Brazilians no longer earn more in total than the bottom 

- 50%; (b) to build a stable democracy after two decades 
of military rule; and (c) to correct the distortions 
produced by years of habitually high inflation. It has 
done well at (a) and (b), but not, it seems, at (c). 

The world wants Brazil to succeed in keeping all 
three balls in the air. It can still do so—if its government 
will (after a decent delay) put in place the policies its 

lection victory has given it room for, and if its foreign 

reditors will give an understanding wink. 

Brazil's part is to start thawing its price freeze, and to 


Ulster's other troubles 


A subsidy-fed economy could be spurred to new life 


When Ireland's future first split Britain's Parliament, 
Belfast was the manufacturing capital of the island. 
Today, it is a backwater, its manufacturing sharing in 
the island's general decline, its services too far from a 
rich market to thrive. Industrial output is 2096 below its 
volume in 1978. The pace of bankruptcies and redun- 
dancies has been rising this year: by September, more 
companies had gone into liquidation than in the whole 

. of 1985. This week, Harland & Wolff, the state-owned 

9 shipyard, announced that 800 of its remaining 
5,000 jobs would go. The decline of some of Northern 
Ireland's big traditional employers, and of other firms 
lured by subsidies and grants, has cut the total number 
of jobs by 10% in the past five years. Jobs for men have 
fallen fastest. If unemployment were still measured as it 
was a year ago, it would now be 25%. More people are 
on the dole than are employed in manufacturing, and 
45% of jobs are provided directly by the state. 

Ulster's bleak political future (see pages 61-64) is 
made grimmer by its economic woes. The devil, in the 
shape of the thugs of the IRA and the Protestant gangs, 
finds ugly work for idle teenagers. Yet the economy's 
troubles may be more treatable than the political 
impasse. 

The British government's expensive attempts to help 
Ulster's economy have made things worse. For exam- 
ple, Northern Ireland has the poverty trap to beat all 
poverty traps. Average earnings in the province are 
roughly nine-tenths of those on the mainland; but social 
piecority benefits are the same. Two special factors 
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make some deep cuts in government spending. Only ar 
idealist could hope for the vast public payroll to be 
trimmed as much as it deserves (how many cousins of 
ministers are you going to fire?). But even realists can. 
imagine cuts in the generous subsidies—such as those 
for wheat ($1.5 billion a year) and for sugar—that 
Brazil’s government uses to support the rich. A ripe 
target would be the sugar subsidy, whose main purpe se 
is to keep the feudal colonels of Brazil’s north-east i 
business as serf-holders of people who could be driv ing 
taxis or doing other useful things in Sao Paulo. ; 

The foreign creditors' job is to recognise a reality. Mr 
Funaro's measures are not good enough; but the name 
of the IMF is mud in Brazil—and not just among o 
politicians. Vehemently anti-state entrepreneurs thin 
that the bureaucrats from the IMF are as bad as the 
bureaucrats from Brasilia. Next year, when Brazil's 
constituent assembly is debating how democratic and 
capitalist a constitution Brazil is to have, it would mak “| 
sense to arrange that the IMF policies Brazil will with h 
luck adopt voluntarily are supervised not by the IMF but 
by the World Bank. The World Bank is a good 
overseer; and it would leave Brazil's pride intact. 


Unemployment October 1986 


Seasonally adjusted excluding 
School leavers 


192% — 





increase the effective value of the dole in Ulster. First, 
people tend to have larger families than in mainland 
Britain: welfare benefits pay extra to people with 
children, while wages do not. Secondly, most of the 
state-owned housing stock is relatively new. So averz 
rents have risen rapidly, and now are not far shorts of 
levels in England and Wales. Unemployed people have 
their rent fully met by welfare payments. 

Isolated Ulster is the perfect test-bed for sensit 
regional policy. This might consist of a cut in the rates 
of welfare benefits and/or an increase in national- 
insurance or income-tax thresholds in the provinc e. 
Such an experiment might irritate some Unionists, who 
would resent being treated differently from other r 
British citizens; it would please others, who think thé p 
unemployed Catholics live the life of Riley on the blac 
economy. Ulster's black economy does indeed thrive, 
but it is a sign of under-employment: lots of peog 
ake enough from it to top up welfare payments, 

t enough to live off. Loosen the rules to allow ie 
employed to earn more legally. 7 


small, think craftily t 
il recently, Ulster officials tried to woo investors 
a bewildering range of grants and subsidies, most. 
of them tied to capital spending. That was daft. It 
endpuraged capital-intensive businesses in a region. 
h desperately needs people-intensive ones; and it 
helped firms most at the moment they arrived. Not 
surprisingly, the average life for new firms arriving in 
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e the province has been between five and ten years. Then 

t hey fold. 

_ The policy is starting to change: more efforts are 
— being made to encourage the growth of local firms, and 

to interest them in marketing and design. The switch 
. needs to go further, and faster. The array of investment 
grants could be replaced by à simple, job-related 
subsidy which would have the same effect as an Ulster 
. currency devaluation (officials might dust down the files 
on the Regional Employment Premium of the late 
. 1960s). Even more urgent is to find ways to encourage 
home-grown entrepreneurs. Small firms show more 
signs of life than large ones: for instance, Belfast has 
suddenly acquired a feast of good (and amazingly 
cheap) restaurants. But years of big employers and 
state handouts have not taught Ulstermen to think 
 entrepreneurially. 
— Local small firms need special help to pick out their 
winning products, and to market them outside the 
boundaries of poverty-stricken Ulster, which are often 
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Spy scandals of long ago 


Picture an elderly Briton, living in Britain, who wishes 
to publish some exposé of something awful that he 
thinks happened in the Australian secret service when 
— he was an Australian in it 25 years ago. Although most 
of his tales have already been published by others in 
. Australia, the Australian government sends its top civil 
servant half way rouad the world to persuade a judge to 
stop the book coming out in Britain. In court, the civil 
- Servant then refuses, on grounds of security, to explain 
in detail—even privately to the judge—why the book 
should be banned. | 

. The result would be the same whiplashing in the 
- witness box as Britain's poor cabinet secretary has got 
. in the past two weeks while trying to stop the publica- 
tion in Australia of Mr Peter Wright's book about 
Britain's Mis. Much of Mr Wright’s story has already 
been published in Mr Chapman Pincher's 1981 book 
“Their Trade is Treachery”, for which he was the key 
. source. Mr Wright shamefully broke his lifelong pledge 
of secrecy when he collected half the royalties for that 
_ book. He is now trying to collect the money twice by 
putting down the same facts, plus some others that the 
. professional Mr Pincher thought too boring to includ 
. in his (Mr Wright's) more boring prose, and under 
own name. 

. The British government knew that MI5 employes 
. and pensioners, including Mr Wright, had helped with 
. earlier books; but it did not try to stop those bopks 
- appearing. It argues that authorship, not leaking} is 
. what matters. This does not stand up. If Britdin's 
_ deployment of Polaris missiles were emblazoned actoss 
a newspaper, the navy would be no less unhappy if the 
. leaker did not actually sign the article. 
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Sir Pom's dilemma 


The British government should not try to hide the 
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the limits of their ambitions. Belfast has no good, 
central, state-sponsored craft shop (as any third-world 
city would have). It has products which mainland 
Britons would snap up: delicious bread, fine crystal, 
well-tailored textiles. It needs a national marketing 
board (composed -of John Sainsburys and Richard 
Bransons, not assistant secretaries or local worthies) to 
stimulate small firms to head for high-quality, up- 
market goods. 

And ask America. The Anglo-Irish Agreement has 
brought $50m of conscience money (the International 
Fund for Ireland) but no new American industry. The 
last thing Ulster needs is more cash to dish out. If 
American firms will not risk their plants, ask them 
instead to take 300-400 youngsters a year to the United 
States for a couple of years, teach them to think like 
entrepreneurs—and then insist that they go home, to 
turn their ideas into jobs, and to tell their fellow 
Ulstermen that there is another world beyond their 
ancient quarrel. 





Britain has to decide which of its secrets need to be 
kept, and then enforce rules about them consistently. 
Much of present intelligence work consists of code- 
breaking and contacts with the many citizens from 
Russia and Eastern Europe who wish to defect; no 
feeling must be spread that secret-service employees, 
past or present, might write best-selling memoirs about 
such work. But when secrets are being guarded mainly 
to hide the messes of long ago, and books are threat- 
ened in foreign countries, negotiate rather than threat- 
en injunctions—which just give the book publicity. 


A chance wasted ET 
In the Wright case, Mrs Margaret Thatcher could have 
turned his book's foreign publication to her advantage 
by tightening up political control of Britain's secret 
services. She has appointed her own man, Sir Anthony 
Duff, to the top of MIs. She should now follow her 
instincts by ensuring that it is placed firmly under the 
control of ministers. That would be better than the 
cumbersome, and possibly leaky, committee of privy 
counsellors which some Tories have been urging. 

Ministerial control would prevent the absurd postwar 
lurches that have taken place inside the Brit secret 
service. When Mr Wright joined MIS in 1955, it was not 
keen on searching for communist spies because it was 
mortally afraid of scandals as more were found in its 
own office; before he retired in 1976 it had got so gung- 
ho that it had bugged at least one prime minister. 
Today's politicians should publish these past horror 
stories. Greater political control and more openness do 
not mean secrets cannot be kept. They often mean 
exactly the opposite. 
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While America mourns lran, 
who will save Egypt? 


FROM OUR CAIRO CORRESPONDENT 


Diplomats call relations between Egypt 
and America "mature", a polite way of 
saying that the two countries often dis- 
agree. This next few months will demand 
more maturity than usual. President 


. Hosni Mubarak felt humiliated last No- 


[tO 


sember, when American jets hijacked the 


_ tijackers of the Italian cruise liner Achille 
-~ Lauro after he had promised them safe 


passage to Tunis. The discovery that 
President Reagan has secretly supplied 
weapons to Iran stings even more. 

On November 23rd, after meeting Jor- 
dan's King Hussein in Cairo, Mr Mu- 
barak expressed pained astonishment at 
the Iranian affair. The United States, he 
said, was in danger of losing the trust of 
its Arab allies. There is a certain amount 
of tongue in cheek about this. The Arabs 
are considerable exponents of both secre- 
cy and Realpolitik, which Mr Reagan was 
trying to pursue in Iran; Saudi Arabia has 
lately been making some devious ap- 
proaches to Tehran, probably with Egyp- 
tian approval. Still, Mr Mubarak's mis- 
givings are easy to understand. 

He shares, and has played on, the 
general Arab fear of Ayatollah Khomei- 
ni's Iran. He is also struggling at home to 

ontain a virile, Egyptian version of Is- 


Oo fundamentalism. America’s deal- 


ings with fundamentalist Iran—the ene- 
my of Egypt's friend Iraq—make life no 
easier for him on either count. 

Even before the Iranian revelations, 
Egypt was in need of help from American 
diplomacy. Although Mr Mubarak has 
adhered fairly faithfully to the letter of 
Egypt's peace treaty with Israel, Egyp- 
tians feel that signing a separate peace 
robbed Egypt of its rightful place at the 
head of the Arab world. To maintain 
support at home, and to win friends 
abroad, Mr Mubarak intends to keep the 
peace cold until more Arab countries are 
persuaded that it is time to talk to Israel. 

At America's bidding, Mr Mubarak 
met Mr Shimon Peres, then Israel's prime 
minister, in Alexandria in September for 
the first Egyptian-Israeli summit for five 
years. The meeting gave Mr Peres some 
needed sparkle inside Israel, but it did not 
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lead to the sort of breakthrough that 
would end Egypt's Arab isolation. 

In Alexandria, the two leaders talked 
about an international conference to dis- 
cuss a full Arab-Israeli peace. Mr Mu- 
barak wanted to go on to Washington to 
pursue the idea, but shelved the trip 
(apparently because he was told that Mr 
Reagan, who had just given Mr Peres a 
lavish reception, could not spare the 
Egyptian leader equal time). The Ameri- 
cans have long been sniffy about an 
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international conferendi because it would 
include Russia. It is, anWway, hard to see 
how the Arabs can go into any sort of 
negotiation with Israel Mntil they have 
either persuaded the PaleWine Liberation 
Organisation to come alori too, or decid- 
ed to go without the PLO. 

When it comes to mory, as distinct 
from political tact, Ame has been a 
generous ally to Egypt. Over the past ten 
years it has pumped more than $20 billion 
into the country. The money has helped 


to feed a population that grows by 1m 
every eight months. It has also enabled 
Egypt to remain a respectable military 
power in the region; nearly $12 billion has 
gone to the country's armed forces. But 
the prosperity Egypt hoped for after its 
peace with Israel has not come. Falling oil 
prices, declining tourism and dwindling 
remittances from the 3m or so Egyptians 
who work in the Gulf have moved the 
economy deeper into debt. 

Since half of the American aid has 
come in the form of loans, not grants, 
Egypt's biggest benefactor is also its big- 
gest creditor. Payments on the highest- 
interest portion of the debt to America— 
$4.5 billion in military credits fixed at 
commercial rates—are reaching a peak 
just when Egypt is least able to pay. 

The Egyptians want to negotiate easier 
payment terms on the military debt; they 
are also seeking lenient terms from the 
International Monetary Fund for a 
$300m-400m standby that would open 
new lines of credit with the World Bank 
and allow other debts to be rescheduled. 
But progress in talks with the IMF has 
been painfully slow. An IMF team had to 
cool its heels in Cairo for more than a 
week after Mr Ali Lutfi, the Egyptian 
prime minister appointed last year to sort 
out the economic mess, was fired by Mr 
Mubarak on November 9th. Even if an 
agreement comes soon, IMF money will 
not start to flow until next year. 

Nowadays, Egypt also looks to the 
United States for private investment. Lit- 
tle of it has gone into creating new 
industries. The Russians provided Egypt 
with most of its early heavy industry. In 
contrast, more than four-fifths of the $1.5 
billion invested in Egypt by American 
companies has gone into oil exploration 
and development. Most Egyptian-Ameri- 
can manufacturing ventures are low-tech 
affairs, making products such as furniture* 
polish and shampoo. Last summer Gen- 
eral Motors agreed to assemble cars joint- 
ly with Egypt's national car company, but 
the recession in Egypt may knock these 
plans off course. 

The Reagan administration has its own 
worries about Egypt. The Americans 
think that Mr Mubarak is a weaker leader 
than his authoritarian predecessor, An- 
war Sadat. They see no evidence that he 
has the courage to push through the 
economic reforms that Egypt desperately 
needs. So far, Mr Mubarak has seemed 
paralysed by the fact that the big changes 
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* the IMF wants—deeper cuts in subsidies, a 
"3 proper exchange rate for the Egyptian 
. pound and a liberalisation of interest 
rates to encourage investment—will 
make life dearer and harder for the al- 
z ready bone- -poor majority of Egyptians. 
M Egypt s leader is still haunted by memo- 
. ries of the riots that followed Sadat's 
. proposal to cut subsidies in 1977. 

Renewed disorder would play into the 
. hands of Egypt's fundamentalists. Egypt 
. is not yet ripe for an Iran-style degenera- 
tion into Islamic revolution. Its Sunni 

E Muslims are less volatile than Iran’s Shi- 

as, and its 6m Coptic Christians are a 

force for stability. The army is well run: 

when Cairo's security police rioted last 

Bi ebroary, the army put the mutiny down 

" - without fuss and returned loyally to its 

barracks. Yet Egyptian fundamentalism 

is a force to be reckoned with. In recent 

| years it has spread beyond its strongholds 

_ in upper Egypt to enjoy growing support 

. within the army and the middle classes. It 

f. was, after all, fundamentalist gunmen of 

_ the shadowy Islamic Jihad who gunned 

a down Anwar Sadat during that fateful 
| "army parade in 1981. 


- in 


3 


i Philippines 


- 2? 


E Cory acts at last 


|... FROM OUR SOUTH-EAST ASIA CORRESPONDENT 





. President Corazon Aquino's Christmas 
. ceasefire may not solve her country's 
= problems. But it is a decisive move, after 

. months during which she has allowed 
D rumour, incompetence and violence to 
. discourage investment and exasperate her 

S _ well-wishers. "My circumspection”, she 
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admitted, “has been viewed as weakness 
and my sincere attempts at reconciliation 
as indecision. This cannot continue.” 

The latest events, if not decisive, were 
certainly dramatic. On November 26th 
her government agreed with representa- 
tives of the 23,000-odd communist insur- 
gents to stop firing from midnight on 
December 10th for 60 days—a compro- 
mise between the 100 days originally 
asked for by the communists and the 30 
offered by the government. Talks are to 
begin within 30 days on “substantive 
issues", such as the American bases in the 
Philippines, American military aid, hu- 
man rights and land reform. The ceasefire 
comes less than a week after the abrupt 
sacking of her hostile defence minister, 
Mr Juan Ponce Enrile. 

The agreement puts a temporary end to 
17 years of war. It also in effect legiti- 
mises the communist New People’s 
Army, which keeps its arms and men. 
They may now—according to one of Mrs 
Aquino’s negotiators, Mr Ramon Mitra, 
the minister of agriculture—"go into an 
open campaign for the hearts and minds 
of the people”. Many soldiers fear that 
the communists, now said to control 
about a fifth of the Philippines’ villages, 
will move into the rebuilt political struc- 
ture. Meanwhile there will be many, on 
both sides, who want to sabotage the 
ceasefire and blame the other side. 

Mrs Aquino is going to be sorely in 
need of the constancy of General Fidel 
Ramos, the West Point-trained chief of 
the armed forces who helped her to 
power last February by joining Mr Enrile 
in Opposition to Ferdinand Marcos. Mr 
Enrile is said to have recently plotted to 
oust her, with the backing of some 700 
middle-ranking officers in the Reform the 
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Armed Forces Movement. General Ra- 
mos, by contrast, has moved from politi- 
cal neutrality to become Mrs Aquino’s 
protector, and even her mentor. 

The turning-point came early on Sun- 
day, November 23rd. General Ramos 
posted troops at Manila’s radio stations 
and other sensitive points, instructing 
their commanders to double-check any 
orders received from Mr Enrile and his 
followers. The day before, in the south- 
ern towns of Cebu and Butuan, soldiers 
had demonstrated in favour of Mr En- 
rile’s demand for tough measures against 
the communists. 

General Ramos told the president that 
Mr Enrile’s men were planning to seize 
the parliament building. The plot was that 
the old parliament (which declared Mr 
Marcos winner of the February election, 
and was then abolished by Mrs Aquino) 
would convene to declare that election 
invalid, reimpose the 1973 constitutio 
(also abolished by Mrs Aquino) and nam 
the former parliamentary speaker, Mr 
Nicanor Yniguez, as acting president- 
pending a new election at which, doubt- 
less, Mr Enrile would be a candidate. 

Whether the plot was real or not, and 
whether Mr Enrile knew about it, are 
matters of doubt. But rumoured plots can 
be as damaging as real ones, in a month of 
political murders by both right and left. 
Mrs Aquino’s reaction was, for once, 
immediate. At an emergency cabinet 
meeting she demanded the resignation of 
all her ministers, and at once replaced Mr 
Enrile by Mr Rafael Ileto, an amiable 
former diplomat. 

Other sackings seemed sure to follow. 
The labour minister, Mr Augusto San- 
chez, and the local government minister, 
Mr Aquilino Pimentel, are thought too 
“left-leaning”, and ineffective. The natu- 
ral resources minister, Mr Ernesto Ma-4 
ceda, and the public works and highway 
minister, Mr Rogaciano Mercado, are 
alleged to be too acquisitive. That would 
leave a technocratic team, with less left- 
wing radicalism to upset the soldiers. 

But what of the economy? More than 
two-thirds of the 55m Filipinos live below 
a poverty line of $140 per month per 
family. For the moment, Mrs Aquino’s 
foreign friends are cheered by her asser- 
tion of authority. American leaders, from 
the president to Mr Richard Lugar, chair- 
man of the Senate Foreign Relations 
Committee, talk of “100% support". The 
International Monetary Fund is said to be 
hinting that foreign banks could restruc- 
ture the most pressing portion of the 
Philippines’ $26.5 billion debt. 

The euphoria may not last. For now, 
thanks to General Ramos, Mr Enrile 


looks an embittered man, his bluff called, 
relegated to the sidelines. But by the end 
of the year he may have returned to the 
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field. He intends to lead the Nationalist 
party against Mrs Aquino, in coalition 
with Mr Marcos’s old party. 

On February 2nd a plebiscite will be 
held on the draft constitution, which gives 
the president a single six-year term. Mrs 
Aquino regards it as a vote of confidence, 
and hopes to get at least 75% of the votes. 
Mr Enrile may muddy the waters, but his 
chance to swim back into the mainstream 
does not come until the congressional 
elections in May. If the economy is no 
better and the ceasefire a forgotten farce, 
Mr Enrile may then again parade himself 
as a plausible replacement for the presi- 
dent who does not cure things. 


Syria 


How long can the 
survivor survive? 


DAMASCUS 





FROM OUR LEVANT CORRESPONDENT 


President Hafez Assad of Syria has a 
reputation, not wholly deserved, of being 
a shrewd and far-sighted man. The sanc- 
tions the EEC has imposed on him because 
of Nezar Hindawi’s attempted blowing- 
up of an Israeli airliner are unlikely to 
prove fatal in any direct sense. But Syria’s 
standing in Europe could get worse. On 
November 26th, a West Berlin court 
convicted two Arabs—one of them 
Hindawi's brother—for a bombing in the 
city last March. The court’s president said 
an official connection with Syria seemed 
likely. The West Germans promptly 
threw out five Syrian diplomats and sus- 
pended their aid programme. Mr Assad 
has to worry about the longer-run conse- 
quences which this extra degree of isola- 
tion might have within Syria. 

The premature succession struggle that 
followed Mr Assad's illness in November 
1983 made it obvious that his regime was 
a one-man affair, and that the question of 
who was to follow that one man would 
probably be a matter of fighting. That 
remains the case. It was the president’s 
brother, Mr Rifaat Assad, who set off the 
1983 contest, confident in the power of 
his “defence brigades”, the regime's spe- 
cial protective units based in and near 
Damascus. But Rifaat lost out to the 
regular army and was sent into exile. 

Thanks to Rifaat’s miscalculation, the 
security of the regime is no longer based 
on the Assad family. It depends upon the 
senior generals of the army who, like the 
Assads, come from the Alawite sect, 
including the Alawite major-generals 
commanding nine out of Syria’s 11 divi- 
sions and brigade groups. These men are 
loyal to their sect but not necessarily to 
the Assad brothers. 

The Assads’ old defence brigades have 
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been incorporated into the division strad- 
dling the Mount Hermon massif, on the 
marches of Lebanon off to the west of 
Damascus. Two battalions sit just outside 
Damascus, one of them including the 
president's son Basil. But they could not 
withstand the two crack armoured divi- 
sions in the area, one at Kiswe, south of 
Damascus, and the other at Duma, just to 
the north-east of the capital. 

Is there reason to suspect an army 
coup? Probably not at present. The main 
threat to the regime is economic: the 
Syrian cupboard is bare. There are al- 
ready long electricity cuts every day all 
over Syria. It is not popular deprivation 
that matters, so much as the fact that 
army officers below the rank of major are 
beginning to feel the pinch. The higher 
ranks are still living well on the privileges 
granted to them in the days when Syria 
was getting handsome subsidies from the 
Arab oil states. 

The fall in oil prices has hit Syria's 
foreign-exchange earnings and reduced 
remittances from Syrians working in the 
Gulf. The Syrian pound was devalued 
drastically in August and inflation is ex- 
pected to average 25% this year, up from 
about 20% last year. Last year, shortages 
of spare parts and raw materials left many 
factories operating at less than half capac- 
ity. The only bright spot is that a new oil- 
field came on stream this summer, raising 
total production from about 180,000 bar- 
rels a day to 220,000. 

The central problem facing any would- 
be coup-plotter is that a coup would 
almost certainly have to be organised by 
an Alawite officer, because they hold the 
key positions, but none of the Alawite 
generals has the mixture of ruthlessness 
and charm that enables President Assad 
to blur the Alawites' unpopularity with 
the Sunni Muslim majority of the popula- 
tion. An enduring successor regime 
would have to be anti-Alawite and pro- 
Sunni. It is not easy to see the Alawites 
opening the door for their Sunni rivals. 

If it did happen, it could lead to some 
interesting changes in Syria's policy 
abroad. In Lebanon, à post-Assad Sunni 
government would presumably no longer 
favour the pro-Iranian bands of Shia 
Muslim guerrillas, and might not carry on 
President Assad’s palancing act between 
Christians and Mslims. In the Gulf war, 
Syria would splitffvi 







exist for a revolt against 
e. The regime comes 
from a minorit group; the economy is in 
difficulty; Mr [Assad has separated Syria 
from most of fhe rest of the Arab world 
by his friendslip with Iran; and now Syria 
is, mildly, in trouble with Europe. But 
Hafez Assad is a practised survivor, who 
has not entirely lost the knack. 





Lebanon 
Arafat's return 


When friendly governments lose patience 
with you, try a country with no govern- 
ment at all. Mr Yasser Arafat's Palestine 
Liberation Organisation has been gradu- 
ally nudged out of Tunisia since Israel 
bombed its headquarters in Tunis just 
over a year ago. In July the PLO was 
ejected from most of its offices in Amman 
by Jordan's King Hussein. Now Mr Ara- 
fat's fighters are showing their strength in 
their old haunts in Lebanon. The Pales- 
tinian camps in the disputed south, espe- 
cially those of Ain al-Hilweh and Mieh 
Mieh just outside Sidon, now contain 
more guerrillas loyal to Mr Arafat than at 
any time since Israel's invasion in 1982. 
Some are veterans who were hers anil 





then but have now returned; others a 
teenagers new to arms. None is welcome 
by the other private armies of Lebanon. 
For six weeks the camps have been show- 
ered with mortar shells by Amal, the 
militia of the Shia Muslims led by Mr 
Nabih Berri. The Palestinians hit back: 
this week they fought a see-saw battle 
with Amal for Maghdusheh, a hill-top 
village from which Amal had been bom- 
barding Ain al-Hilweh, and which domi- 
nates Lebanon’s coastal highway. 

Mr Berri has been promised support by 
Mr Walid Jumblatt, the leader of the 
Druzes, one of Lebanon’s three main 
non-Christian groups. The leaders of the 
Sunni Muslims, the third of those groups, 
also side with Amal. The Christians are 
keeping out of it, but all the other com- 
munities would dearly like to stop a 
resurgent PLO from adding to Lebanon’s 
troubles. Those troubles have meanwhile 
persuaded another foreign power to cut 
its losses in Lebanon: France said o (i 
November 26th that it would reduce its 
contingent in southern Lebanon's forlorn 





No farewell to arms 
THE ECONOMIST NOVEMBER 29 1986 


& A 










| -" m. Ei : A ‘ 
; i 


peacekeeping force, UNIFIL, from nearly 
1,400 soldiers to fewer than 600. 

One piece of cheerful news for Mr 
Arafat is that Amal no longer enjoys the 
unquestioning loyalty of the whole of 
Lebanon’s Shia community. The Iranian- 
inspired radicals of Hezbollah, the Party 
of God, are winning over Shias disap- 
pointed by Amal’s less fiery brand of 
Islam. Doing Israel a favour by attacking 
the PLO is, in their view, particularly 
unfiery. Hezbollah protested when, in 
June, Amal used fresh supplies of arms 
from Syria to attack Palestinian camps. 

Unfortunately for Mr Arafat, he still 
cannot call upon a united PLO. The split 
between Palestinians loyal to Mr Arafat 
and those under Syria’s wing is as deep as 
ever, even if they have fought together in 
defence of the camps in Lebanon. This 
week Mr Arafat’s military commander, 
Abu Jihad, has been in Moscow talking to 
p: most important rival, the Damascus- 

ased Mr George Habash. But the price 
Mr Arafat's adversaries will demand for a 
full reconciliation—a definitive turning of 
his back on the idea of peace with Israel— 
is almost certainly too high for the cau- 
tious Mr Arafat. 






FROM OUR ISRAEL CORRESPONDENT 


Jerusalem's ancient storehouse of com- 
munal hatred has been unlocked by the 
murder in the Old City on November 
Sth of a rabbinical student, Eliahu 
Amedi. He was the eighth Israeli to be 
knifed in the city in 18 months, though 
the first to die of his injuries. His Arab 
killers were not from Jerusalem, but 
from the West Bank town of Jenin. Yet 
the response to his death was an indis- 
criminate assault upon local Arabs. 

The dead man, from a poor family of 
Jews of Middle Eastern origin, lived in 
one of two Jewish seminaries in the 
Muslim quarter of the Old City. Since 
they were founded four years ago, the 
municipality has been trying, with no 
success, to evict them. Meanwhile they 
have been buying up former Jewish 
property in the quarter, and persistently 
offending their Arab neighbours. 

The campaign to avenge the murder 
was led by Jewish zealots. The most 
militant are associated with Shas, a small 
party most of whose members are of 
Middle Eastern origin, which calls for 
Jewish settlement of the Muslim quarter. 
Rabbi Meir Kahane’s smaller and even 
more intolerant Kach movement helped 
a Jewish rampage through Muslim prop- 
erty. Policemen in riot gear, backed by 
soldiers, did their best to restrain the 
hotheads. But a week passed before any 
senior Israeli politician called for re- 
straint. 

Jerusalem has always had its fanatics, 

































Jerusalem’s unholy rage 


South Africa 


Blacks on parade 


FROM OUR SOUTH AFRICA CORRESPONDENT 


Rebellion in the townships has put a new 
strain on South Africa’s policemen, which 
they are trying to ease by recruiting more 
blacks. They may come to regret it. 
Recent events have raised uncomfortable 
questions about the reliability, and even 
the loyalty, of the armed black police. 
Police auxiliaries have gone on strike, and 
been accused of riot; and two alleged 
agents of the banned African National 
Congress (ANC) have been uncovered 
within the elite security police. 

The South African police force now 
employs about 48,000 constables, roughly 
40% of them black. The latest plan is to 
increase the total to 86,000 by 1994. But 
that total excludes the separate police 
forces for the four “bantustans” and six 
"tribal homelands", as well as the fast- 
growing municipal forces for the large 
black townships. 

The township police (under white offi- 
cers, although nominally controlled by 


but a sort of peace has reigned since 
Israel occupied the eastern sector of the 
city in the six-day war of 1967. The 
mayor, Mr Teddy Kollek, has been al- 
lowed to share out municipal favours 
fairly evenly between the communities. 

In the latest outburst, 36 Jewish ram- 
pagers have been arrested, most of them 
deeply religious people. Charges against 
such people can rarely be made to stick, 
however. The Shas party has only four 
out of 120 seats in the Knesset, but in 
Israel's uneasy coalition politics four 
votes are sometimes quite enough to 
cause trouble. It was individual members 
of parliament, not representatives of the 
government, who persuaded frightened 
Muslim householders to return home on 
November 25th. 

On the Arab side, too, the forces of 
restraint are growing weaker. Some hot- 
heads have struck back by stoning buses 
carrying Jews. On November 22nd a 
long illness killed a füge old aristocrat 
called Anwar Nuseibe¥, a Palestinian 
who had loyally served bgth the Jordani- 
an government and the rore thoughtful 
part of the Palestinian mdyement. Activ- 
ists of the Palestine Liberdjion Organisa- 
tion almost took over his Funeral at Al- 
Aqsa mosque. The chagman of the 
Supreme Muslim Council fpr Jerusalem, 
Sheikh Saad-ed-Din Alamif has called in 
the European and Amerkan consuls- 
general to ask for international protec- 
tion of the city's Arabs. 
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Some policemen are comrades too 
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officially approved black councillors) at 


present number 6,000 in all, with the - 


largest contingent in the Johannesburg 
township of Soweto, which has 900 men 
and will soon have 1,200. This year there 
have been three separate strikes by black 


council police. One was settled quietly; in . 
another the policemen were locked out of — 
their barracks; and in the third 115 police- 


men were arrested, and are still detained 
under the security laws for rioting. 

About 18m rands ($8m) have been 
allocated for training extra policemen. 
Constables in the national police force are. 
trained for 54 months. The black town- 


ship police go on duty after a three-month — 
course. The new "special constables” — 
being recruited under an emergency pro- — 
gramme by the national police force re- — 


ceive only three weeks’ training: there are —- 


now 1,000 of them, and another 5,000 will — 
be trained in the next few months. The — 
training is inadequate, and the pay low, at —— 


250 rands ($111) a month. 


Since all fit young white men are con- — 
scripted into the army, practically all the 


new constables recruited both to the 


national police and to the local forces will | 


be black. Black revolutionaries usually - 


denounce the police as deserving ostra- 
cism or even "execution"; but the ANC 
also seems to have had some success in - 
penetrating the police. Two black securi- 


ty policemen have lately appeared in ~ 


court, accused of working for the ANC 
from 1980 to June 1986. 

For more than two years, white con- 
script soldiers have been doing police 
work in the townships. General Jannie 
Geldenhuys, the chief of the South Afri- 
can army, wants his soldiers replaced by 
policemen. At present about a third of 
the regulars in the South African army 
and navy are black, Indian or mixed-race. 


There are whole battalions (under white 
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FROM OUR TOKYO CORRESPONDENT 






It was after a round of golf that Mr 
Noboru Takeshita, a former Japanese 
finance minister who is now the Liberal 
Democratic party's secretary-general, 
was asked if playing golf was like running 
the ruling party. The difference, he re- 
plied, was that in golf at least the ball 
stood still when you tried to hit it. 

Anybody who doubts golf's impor- 
tance in Japan should look at the hand- 
book that lists the members of parlia- 
ment. There, with each member's 
biography, is his golf handicap. The golf 
course has become one of the places 
where the personal relationships that 
make Japan work are forged. Those 
cordial foursomes playing a weekend 
round at one of Tokyo's exclusive clubs, 
such as the Koganei (entry fee: $1m), are 
kernels of discreet power. It was at a golf 
club that the prime minister, Mr Yasu- 
hiro Nakasone, put the finishing touches 
to the deal that allowed him to remain in 
office for an extra year. 

In Japan, golf is a national obsession. 
There are 11m golfers in the country, 
most of them fanatical devotees. In Oc- 
tober an Osaka man was convicted of 
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~ commanders) of “martial” Zulus, Swazis, 
Shangaan and Venda people. The battal- 
- ion that claims to be the army's best is 
— multiethnic, and proud of it. 

—-— In the last days before Rhodesia be- 
_ eame Zimbabwe, the clandestine black 
— parties in that country encouraged their 
= young men to join the army and the 
| 

| 





police and learn useful trades, including 
how to shoot. South Africa is far from 
that point, and so far the carefully select- 
ed blacks employed as soldiers and po- 
' . licemen have on the whole done the state 
good service. For how much longer? 


.] India and Russia 


The heart says yes, 
- the mind wonders 


FROM A CORRESPONDENT IN DELHI 


After Mr Mikhail Gorbachev's trium- 
— phant reception in India on November 
. 25th, the “non-aligned” India of Rajiv 
" Gandhi looks no less obviously aligned 
— with Russia than it was in his mother 
—Indira's time. Delhi went overboard in its 

celebration of the two countries’ "long 
Í and tested friendship". The only refer- 

ence to Russia’s seven-year war in Af- 

ghanistan took the oblique form of press 
. reports that Afghan refugees in Delhi had 
/— been warned not to demonstrate against 
.. the visitor (they protested anyway). 
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The fairways of power 
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manslaughter after he had inadvertently 
killed a passing woman when practising 
his swing in the street. 

But many golfers do not get on to a 
fairway more than about twice a year, 
because of the shortage of courses 
(bookings may have to be made three 
months in advance) and the expense (on 
average, it costs $38,000 to join a club). 
They must make do with driving ranges, 
which can be anything from netted roof- 
tops to the purpose-built ranges that 
resemble multi-tiered birdcages. 

Club memberships have become so 
sought after that there is now an invest- 
ment market in them, with more than 
200 brokers. Prices are listed weekly in 
one of the Tokyo business newspapers, 
and the annual turnover is said to be 
approaching $4 billion. 

Golf itself is big business. The average 
player spends $200 a month on his sport, 
and sales of equipment top $1 billion a 
year. Golf has even created its own 
service industries. One company, which 
delivers golfers' clubs from home to 
course and back again, had 1.6m clients 
last year. 



























India likes to give Russia the benefit of 
the doubt. Last year, when Soviet diplo- 
mats were caught buying photocopies of 
secret documents, the Indian government 
tried to hush it up. When the French were 
caught with their hands in the same till, 
the local press was full of stories that they 
were working for America's Central In- 
telligence Agency. A shared nostalgia for 
anti-imperialist sentiments, one which 
reaches back to the 1920s, can still tug 
Indian and Russian hearts in the same 
direction. 

India's loyalty to its Soviet connection 
has been well rewarded. Russia remains à 
principal supplier of military equipment 
to India: the advanced MiG-29 fighter is 
due to arrive any day now. The Moscow 
papers have been cataloguing the benefits 
Russia has bestowed on India's economy. 
The Russians say that enterprises built 
with Soviet help in the past 30 years 
account for nearly 40% of India's produc- 
tion of steel, more than 40% of its mining 
and over 55% of Js power-plant equip- 
ment. During thg Gorbachev visit new 
agreements were Bigned for co-operation 
in coal, oil and effergy. India is now 70% 
self-sufficient inf oil, but the Russians 
supply a third of what it still needs. The 
Soviet Union isfnumber one, just ahead 
of the United Sfites, among India's trad- 
ing partners. 

That is not, however, the whole story. 
The Russians took only eighth place in 
the league table of foreign collaboration 











India's undusty welcome for Gorbachev | 


agreements approved during the first half. 
of 1986. West Germany topped this par- 
ticular list, followed by the United States, 
Britain, Japan, Italy, Sweden and France. 
It is to the West that India mainly looks 
for the sophisticated technology that Mr 
Gandhi sees as its pass-key to the twenty- 
first century. The Russians have nothing 
comparable to the super-computer the 
Indians expect to buy from the Ameri- 
cans. 

Similarly, India is diversifying its 
sources of advanced weapons. Having 
bought an aircraft carrier from Britain, it 
is in the market for another, probably to 
be built locally with British help. Its air 
force now flies British, French and Amer- 
ican aircraft as well as Soviet ones, and its 
artillery is going to use Swedish guns. The 
Americans are expected to provide the 
General Electric F-404 engine for a new 
locally-produced light combat aircraft. 
Mr Gandhi does not want to put all his 
eggs in Mr Gorbachev's basket. Russia 
still gets India's smile, but an increasingly 
interested Indian look is being cocked 
towards the West's technical superiority. 


Afghanistan 


It's awfully hard to 
say goodbye 


Those who want to believe that the Rus- 
sians are getting more civilised can take 
comfort from the fate of their former 
Afghan puppet, Mr Babrak Karmal. Last 
May he was promoted from Afghani- 
stan's party leadership to the empty digni- 
ty of president, while his rival Dr Najib 
Ahmadzi took over the real leadership as 
chief of the ruling People's Democratic 
party. On November 20th Mr Karmal 
gave up all his public dignities, on health 
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Lm (unaudited results) 








Turnover 438 






Profit before taxation 160 







Attributable proht 96 79 180 
Earnings pershare 


Dividend pershare 
* Adjusted for Capitalisation Issue 


120 years ago, the laying of the first transatlantic cable signalled 
the birth of Cable and Wireless and established international 
communications 

Now history is about to repeat itself. Cable and Wireless 
has taken the first x in creating a Global Digital Highway which 
will link the major financial centres of the world — including 
London, New York, Tokyo and Hong Kong 

The network will become operational by 1990, ready to 
handle the huge increase in world communications traffic 
between Europe, the U.SA., Japan, China and other countries 
onthe Pacific Rim. Forecasts predict that traffic will be worth in 
excess of 3 billion US$ a year out of Japan alone 


CABLE AND WIRELESS PLC, MERCURY HOUSE, 











The firststepalong the Global Digital Highway hasalready 
been taken in the U.K. Mercury is now established as the alter- 
native national and international telecommunications operator 
By the end of this year, 30 cities will be linked together to create 
the largest digital nerwork in Europe, and Mercury will be con- 
tributing to Group profits during 1987 

The Directorsof Cable and Wireless plc report the following 
unaudited results for the six months ended 30 September 1986 

The profit before tax of £160m is an improvement of 18% 
over the £136m for the equivalent period in 1985. The profit 
attributable to Ordinary Shareholders increased to £96m 
(1985 — £79m) Eamings per share increased from 8.8 pence 
to 9 5 pence. The growth of earnings in the currencies in which 
the business operates remains strong 

Fluctuating exchange rates will always affect the results of 
overseas activities when they are expressed in sterling, During 
this six months the average US $ exchange rate was 1.51 (1985 - 
1.29) Had it been unchanged the profit would have been some 
£20 million higher 

The Directors have declared an interim dividend — 
increased by 1796 — to 2.05 pence per Ordinary Share (1985 — 
1.75 pence) on the increased Dude of shares, following the 
one for one capitalisation issuc. The dividend will be paid on 
31 March 1987 to shareholders on the Register on 20 February 1987 

The cost of the interim dividend is £20,822,000 (1985 — 
17,774,000) 
The Directors are confident of the Groups continuing 
g-term profitability as Cable and Wireless develops its 
global strategy 


CABLE AND WIRELESS 


A world leader in Telecommunications 
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» grounds. That his firing was fairly polite 


shows that Afghanistan’s real masters 
want a smooth change, and dislike the 
internecine squabbling and fighting that 
has been rocking Kabul. 

An air of tranquillity is needed for the 
round of the talks that Mr Diego Cordo- 
vez, the United Nations mediator, tried 
to restart last week. The hard point is a 
timetable for pulling more than 100,000 
Russian troops out of Afghanistan. Mr 
Gorbachev really does seem to want to 
get them out; during his visit to India this 
week he cheerfully predicted that a politi- 
cal settlement was not far off. But no deal 
could stick without the support of the 
guerrillas and the refugees—all 5m of 
them—who are not involved in the talks. 
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And will the guerrillas accept a deal that 
does not change the government in 
Kabul? 

Dr Najib seriously lacks supporters 
who carry weight. Mr Karmal's replace- 
ment às head of Afghanistan's Revolu- 
tionary Council, Haj Mohammad Cham- 
kani, is an obscure former provincial 
governor who has sheltered in Kabul 
since the war began. Local elections, 
announced with fanfare early this year, 
turned out to be closely supervised nomi- 
nations, mostly of communists, in the 
capital and the main provincial towns. 

Meanwhile the war grinds on, with 
better weapons on both sides. The work 
formerly done by lumbering Russian heli- 
copter gunships is being taken over by 


The China of muck and money 


FROM OUR PEKING CORRESPONDENT 


When it comes to industrial prowess, the 
sprawling cities of China's fast-growing 
south, Canton and Shanghai, usually 
grab all the attention. But over the past 
year two cities in Liaoning province in 
China's hard-drinking, heavily industria- 
lised north-east have been vying with 
each other to see who can push Mr Deng 
Xiaoping's economic reforms along the 
faster. 

Shenyang and Dalian were occupied in 
the 1930s by the Japanese, who be- 
queathed to both cities some elementary 
industrial investment. The mayors of 
both, Mr Wu Disheng in Shenyang and 
Mr Wei Fuhai in Dalian, as well as the 
provincial governor, Mr Li Chongchun, 
are energetic men who seem to know all 
the right people in Peking. Their enthu- 
siasm for change is rare among China's 
bureaucrats, and their accomplishments 
have been striking. 

In many ways Shenyang, the capital of 
the province with a population of 2.7m, 
resembles Birmingham in the 18905. 
Soot from soft-coal fires hangs over 
narrow streets lined with single-storey 
brick houses. Smoke from machine- 
building, textile, electronics and car fac- 
tories fills the air; in winter, especially, 
the local people hurry through the 
streets with handkerchiefs over their 
faces, their eyes streaming from the 
pollution. And in Shenyang, too, there is 
a great deal of money to be made. 

The city opened China's first bond 
market in August. During the previous 
I8 months 277 local enterprises had 
raised the equivalent of $78m for plant 
and equipment modernisation by selling 
bonds. City officials then set up an 
approved market to ensure a “healthy 
environment” for bond trading. A few 
unofficial markets have since opened 
where bonds can be traded, and so far 
the authorities have left them alone. 

Shenyang also has its own bankruptcy 
law, enacted in February 1985. It is the 
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only one in China, a country where firms 
are not supposed to go bust. Almost all 
factories are run by the state, and when 
they get into trouble—it is reckoned that 
a fifth of state-owned firms were operat- 
ing at a loss in 1985—they generally just 
get bigger subsidies. The Shenyang law is 
an attempt to give factories more inde- 
pendence. The idea is to penalise gov- 
ernment offices which interfere in the 
management of a plant, by making them 
legally responsible if the plant fails. Fac- 
tories must be declared bankrupt if their 
debts exceed total assets and their accu- 
mulated losses are more than 80% of 
their fixed assets. 

Last August three factories were told 
that they must do better or go under. 
One sank. In August the 160 employees 
of the Shenyang Explosion-Proof Equip- 
ment Factory, who had earlier taken a 
pay cut in a bid to keep the enterprise 





A stitch in time in Dalian 








supersonic SU-24 and SU-25 bombers, 
whose jamming devices make them quite 
hard to shoot down, even with the rebels’ 
new American Stinger missiles. In recent 
clashes in the south-eastern province of 
Kandahar the rebels claim to have bagged 
seven helicopters, two of them with Sting- 
ers. There were clearly big losses on both 
sides: the guerrillas admit they lost a lot 
of men, but say that new weapons from 
China and the Middle East, as well as 
from America, helped them kill 400 Sovi- 
et and Afghan government troops. 

The Russians, whose attempts to starve 
the guerrillas out by ruining farmland 
may yet cause a famine just over their 
own border, are finding it harder to get 
out than they did to go in, back in 1979. 


going, helped dismantle the plant so that 
the equipment could be sold off. In an 
attempt to prevent more of Shenyang's 
3,700 state-owned factories from follow- 
ing suit, officials have allowed individual 
investors to lease some plants. Fewer 
than 100 have been leased out so far, but 
officials expect there to be “several hun- 
dred” by the end of next year. 

Dalian, Shenyang's competitor-in-re- 
form, is a city of 1.3m people which was 
founded by the Russians early this centu- 
ry aS a year-round port; it was later 
completed by the Japanese, who fol- 
lowed the Russian blueprints. Despite 
the elderly steam engines that haul cargo 
to the city wharves, and its crumbling, 
pre-1914 buildings, Dalian (whose name 
means “the big connection") manages to 
handle more foreign cargo than Shang- 
hai. The city has spent 170m yuan 
($46m) this year to expand the port. 
Now it is trying to attract foreign invest- 
ment to a 20-square-mile development 
zone some 30 miles east of the city. 

China has 11 such zones, but Dalian's 
has performed best. So far, six joint 
ventures with Hongkong and American 
partners have set up shop in the zone. It 
boasts an 18-storey hotel, a micro-com- 
puter equipment maker, à clothes-and- 
shoes factory, a corn oil manufacturer, a 
technical parts supplier and an interior- 
design firm. These six account for $9m 
worth of investment. However, none is 
yet in full production. The rest of the 
zone is little more than a tortured swathe 
of land near the sea, its soil churned up 
by bulldozers making roads and building 
foundations. Nonetheless, Dalian is 
promising lower costs for firms doing 
business in the zone and has already 
adopted a more liberal foreign-invest- 
ment law. 

Cities like Dalian and Shenyang can 
do only so much on their own. Local 
reforms will quickly run their heads 
against the wall if the central govern- 
ment does not make some countrywide 
changes. But at least some impatient 
provincials are pushing Peking's bureau- 
crats for faster reform. 
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HE'S ADDED A NEW DIMENSION — 
TO THE GLAMOUR OF TRAVEL. — 
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Once you worried about the 
drinking water, the climate, and 
whether your vaccinations would be 
sufficient protection from strange 
tropical diseases. 

Now those who are forced to 
travel abroad to follow business 
opportunities, or to take up 
employment outside the country in 
which they were born, face a grim 
new danger. Hijackings, terrorist 
attacks, kidnappings and 
indiscriminate bombings are 
unfortunately commonplace 
headlines in the daily press. 

Terrorists are no respecters of 
persons; they could cause the 
death or mutilation of an innocent 
person who just happens to be 
in the wrong place at the 
wrong time. 

You don't even have to 
travel to be exposed to violence. 
You can be caught by chance in 
a bank raid, attacked by 
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; lit a scandal, a crisis or merely a mess, 
. the hostage-ransoming, money-launder- 
ing arms trade with Iran now ranks 
= among the great presidential follies of 


. modern times. Nobody is vet imputing to | 


. President Reagan self-serving illegality of 
E the sort which drove Mr Nixon from the 
. White House a dozen years ago. This 
sident’ s protestations of patriotic pur- 
se, repeated without apology this 
will probably continue to be be- 
Wiieved. But what may not survive the 
latest revelations and resignations is pub- 
- lic trust in his judgment and toleration for 
. his detached style of leadership. Precisely 

< because Mr Reagan is so well loved, this 
- loss of confidence could prove even more 
disillusioning for the country than the fall 

'- of a politician long known as tricky Dick. 
Analogies with Nixonian skulduggery 
became compelling on November 25th 
«when the. attorney-general, Mr Edwin 
- Meese, revealed to an incredulous press 
< that a small team of presidential plumbers 
had arranged the covert arms sales to 
Iran, not only to spring American hos- 
- tages in Lebanon but also. to generate 
^. money for the Nicaraguan contras. Some 
- $10m-30m from one, two or three ship- 
ants this year—even Mr Meese is still 
ky on the facts—had been added to 
for American weapons, sent via 


















ch were charged at $12m and. 


president lassoed by his 


WASHINGTON, DC 


probably worth $20m; the overpayment 
was then deposited in numbered Swiss 
accounts for the contras. 

Contra leaders have since compounded 
the confusion by denying ever receiving 
such sums and the Israelis, in turn, have 


denied Mr Meese's claim that they acted 


not only as arms transporters but also as 
money launderers. Subsequent admis- 
sions that American "consultants" were 
involved suggest that the money went 
directly into financing the "private" pipe- 
line to the contras, such as the ill-fated 
flight which landed Mr Eugene Hasenfus 
in a Nicaraguan jail. Other links to contra 


 gun-running have been the use of the 


same ex-CIA airline, Southern Air Frans- 
port, to move American arms to Iran, and 
the central role in both Nicaraguan and 
Iranian arms trafficking of a National 
Security Council aide, new ex-aide, Lieu- 
tenant-Colonel Oliver N&yth. 

The central question, nce again, is: 
what did the president knpw and when? 
Nothing at all about the dontra transac- 
tions until November 24th, claimed Mr 
Meese. Before the Justicd Department 
followed up some discrepaficies in arms 
sales accounts over the Weekend, Mr 
Meese said, only Colonel, North had 
known "precisely" about the contra con- 


nection. Others who were let in on the 


secret were his boss, the ex-national secu- 


warfare between State Department and 






rity adviser, Vice- Admiral P P 
dexter, author of the infamous 
arida Scheme, and, yi 








lance emissary to iran. Mr Robert | 
lane. Both the admiral and: ‘the x 
resigned on Tuesday. . 
The National Security 
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the State Department. But rhe 
will be needed to revive a foreign-f 
apparatus which has been reeling 1 
the contradictions and conflicts of recent 
weeks. Veterans of years of guerrilla. 


Pentagon, White House and Cia testify. 
that never have their agencies been. $0 
directionless and demoralised. = —- 
The Iran affair is all the more damaging 
to foreign-policy making because it wid- 
ens an existing problem of credibilit 
arising out of Libyan disinformation, th 
Daniloff non-trade, the Nicaraguan no 
official airlift, the confusion: ‘ove: 
Reyjavik summit. The damage ma 
reach at least partly to the cabinet leade 
who have been busy striking see-no- 
poses: the secretary of state, Mr Georg: 
Shultz, and the Joint Chiefs of Staff, b 
issuing pained dissociations; the € 
chief, Mr William Casey, by playing dow 

















North did not go solo 


an undeniable involvement; the defence 
secretary, Mr Caspar Weinberger, along 
with the vice-president, Mr George Bush, 
by going to ground. None may emerge 
with his standing enhanced, either with 
his commander-in-chief or with the pub- 
lic. White House anger at Mr Shultz’s 
alleged disloyalty was rekindled this week 
when his deputy testified to Congress that 
the president was mistaken in claiming 
that Iran had given up terrorism and 
indeed was indirectly implicated in the 
taking of three more American hostages 
in Beirut this autumn. 

There can be no dispute that the ad- 
ministration violated the spirit of numer- 
ous requirements for consulting with and 
notifying Congress about both arms sales 
and covert actions. But most of these laws 
contain loopholes and ambiguities and, in 
any case, do not provide penalties for 
evaders. Still, Congress will put the ad- 
ministration through an investigative 
wringer and perhaps tighten these rules 
for the next time round. 

The attorney-general said this week 
that the legal opinion which Mr Reagan 
invoked to justify his Iran arms sales 
applied only to shipments after the presi- 
dential finding of January 17th which 
certified the covert operation as "'impor- 
tant to national security”. If the Meese 
interpretation is correct, the finding 
would have superseded a ban on selling 
arms to a country on America’s terrorist 
list. But it does not apply to any dealings 
in 1985, when the Israelis dispatched at 
least three shipments of American arms. 
Mr Meese promises to investigate possi- 
ble transgressions; but Congress will not 
be content to allow the administration to 
police itself. 

The other area of inquiry will be the 
diversion of Iranian payments to the 
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contras, which clearly contravened the 
intent of the Boland amendment banning 
military aid to them. If the laundering was 
devious enough, however, Colonel North 
and his patrons may well have a technical 
alibi. 

Virtually nobody accepts Mr Meese’s 
lone-ranger theory, that contra-aid laun- 
dering was a solo performance by Colonel 
North. Indeed, the need to finance the 
contras at a time when direct military aid 
was banned by Congress provides anoth- 
er plausible motive for the arms-sales 
policy. A third possibility opened with the 
report that one of the hostages, Mr Wil- 
liam Buckley, who died after torture last 
year, had been the CIA station chief in 
Beirut. His colleague's anxiety to get him 
back may also have contributed to the 
pressure to trade arms for hostages. 

The CIA’s involvement in the Iran fias- 
co may have been more than marginal. 
Newsweek says that it was on CIA author- 
ity that some $50m-worth of advanced 
arms, including 2,008 TOW missiles and 
parts for more than 200 Hawk missile 
batteries, were extracted from American 
arsenals, while their Iranian destination 
was disguised. The CIA is also said to have 
arranged the numbered bank accounts in 
Switzerland, now confirmed by Mr 
Meese, and the arms flights on its charter 
airlines. All this should put the CIA direc- 
tor, Mr Casey, near the top of the list of 
candidates for White Housecleaning, 
though his closeness to the president will 
probably protect him. 

The secretary of state, who appeared 
positively jaunty in the wake of the Poin- 
dexter removal, has never got on particu- 
larly well with Mr Reagan. Perhaps be- 
cause of this, he won few lasting victories 
in the big policy battles, though he may 
have moderated some right-wing 
ambitions. 

Mr Shultz was right about Iran, but 
America’s allies find it galling that he was 
dissuading them from selling weapons to 
the ayatollahs while knowing that his 
government was doing that very thing. He 
may well be the only man Mr Reagan can 
rely on in the short term to put his 
foreign-policy. machine back together. 
Still, his strained relations with the Rea- 
gans continue to make it possible that he 
will depart after s diplomatic interval. 

One key figfre who cannot escape 
blame for the Wan disaster is Mr Donald 
Regan, the White House chief of staff. 
On the weekefid before the contra com- 
plication emerged, Mr Reagan's inner 
circle of Califprnia friends was said to be 
pushing tard for Mr Regan’s removal, 
with the favgured replacement a former 
secretary offtransport, Mr Drew Lewis. 
This week Mr Regan was claiming to have 
been as ignorant of the contra dealings as 
everybody else. 


The most invisible member of the 
White House throughout the Iran episode 
has been Mr George Bush. His only 
utterance during the Iran affair has been a 
staff statement that he had “nothing to 
add". As the leading prospective Repub- 
lican candidate for 1988, Mr Bush's cam- 
paign is bound to be set back, since he 
depends on reflected glory from a now 
tarnished president. And, given his secu- 
rity aide's involvement in the contra aid 
programme, there remains a possibility 
that Iranian tracks will lead to the vice- 
presidential office. 

Or to the Oval one. Even if Mr Reagan 
can be proven to have remained benignly 
blind to the goings-on in his White House 
during the past 18 months, that in itself is 
a condemnation of his style of rule. As 
the majority leader of the House, Mr Jim 
Wright, put it, “If the president didn't 
know something as profoundly conse- 
quential as this, then something is "o 
foundly wrong." Even before this wee 
bombshell, not a single congressman or 
public figure of any prominence had of- 
fered Mr Reagan unequivocal support. 
The president was and is, as Mr Henry 
Kissinger put it, "all alone on the para- 


pet". 
Catastrophic illness 


Who will pay? 


Medical catastrophes come in all shapes 
and strike people of all ages, from the 
child brain-damaged in a motor accident 
to the old lady deteriorating in a nursing 
home or bed-ridden at home, dependent 
on the kindness of friends and family. Dr 
Otis Bowen, the secretary of health and 
human services, charged by President 
Reagan last February to produce a solu- 
tion to the heavy costs that often must 

met, has chosen to concentrate on the 
plight of the elderly with acute conditions 
that require them to stay in hospital 
beyond the number of days that are 
covered by Medicare, the health scheme 
that embraces all elderly Americans who 
are entitled to benefits under the social 
security system. At present, out of the 
28m people entitled to Medicare benefits, 
about 800,000 have to pay more than 
$2,000 a year out of their own pockets to 
cover their hospital and doctors’ bills. 

To ensure that nobody would have to 
pay more than $2,000 a year, Dr Bowen 
would increase the voluntary premium 
that old people pay to cover the cost of 
visits to their doctors outside hospitals. 
The premium stands at $15.50 a month. 
To this he proposes to add $4.92, which 
he calculates would produce enough 
money to pay the bills of those who have 
to stay in hospital for long periods. At 
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Her savings are exhausted too 


present, a stay of 150 days costs an elderly 
person about $17,000, plus 20% of the 
doctor's bill; after that the patient must 
pay the full hospital charges. 

In effect, the Bowen proposal would 
require the elderly as a whole to shoulder 
the burden of those unfortunate enough 
to run up large bills; young taxpayers 
would not be called upon to share the 
cost. Treasury officials and conservatives 
tend to be hostile to the scheme; they 
suspect that it would be hard to contain its 
costs and that the taxpayer would inevita- 
bly be called upon to make up the 
difference. 

Insurance companies also dislike the 
plan, because they fear for their Medigap 
policies that supplement Medicare to 
some extent and bring them in about $5 
rillion a year. Dr Bowen stresses that the 
Dan is his alone and has not been ap- 
proved by anyone else. 

To the disappointment of many fam- 
ilies, Dr Bowen had little comfort for 
those who have to bear the cost—and 
strain—of looking after an elderly rela- 


Old, frail and costly 


Old people in need of long-term care 
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Spending on nursing homes: who pays 


Consumers 






tive at home or in a commercial nursing 
home. He urged middle-aged Americans 
to think about their declining years by 
saving or taking out private insurance 
policies that contain provision for the 
costs that are likely to be incurred. 

Medicare is not in the business of 
home-care or nursing-home care, except 
for short periods of recuperation after a 
stay in hospital. And hospitals are send- 
ing patients home sooner in their effort to 
keep down costs.The only government 
help comes from Medicaid, the pro- 
gramme run by the states, with federal 
help, for those who have exhausted their 
own resources. Staying in a commercial 
nursing home soon reduces most of its 
patients to a state of destitution. 

Dr Bowen's report puts the cost of a 
year's care at $22,000, a figure that many 
say is far too low. Whatever the cost may 
be, a study in 1985 carried out by Blue 
Cross and Blue Shield in Massachusetts 
found that two-thirds of the old people in 
nursing homes who were on their own 
had exhausted their assets within 13 
weeks and 83% had done so within a 
year. As for home care, it is bound to 
suffer from the number of women who 
now go out to work and have too much to 
do, with their children, homes and jobs, 
to look after an old person properly. 

At present 1.4m elderly Americans are 
in nursing homes. By 2020 there will be, it 
is estimated, 10m in need of care. Perhaps 
by then, if the tax breaks Dr Bowen 
advocates have encouraged people to 
save for their old age, if employers have 
been required to include catastrophic 
provisions in the health insurance they 
offer their employees, if insurance com- 
panies have been persuaded by tax advan- 
tages to provide adequate provision 
against old age, a crisis can be avoided. 
But it is ominous that at present 20m 
Americans have no insurance at all; 10m 
others are insured for only a part of any 
given year; and 10m others have insur- 
ance that is inadequate to protect them 
against any catastrophe, including the 
almost inevitable catastrophe of growing 
old and feeble. 











1985 total: $35.2bn 
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AMERICAN SURVEY 
Ku Klux Klan 


southern 
discomfort 


COLUMBIA, SOUTH CAROLINA 


An incident at the Citadel, South Caroli- 
na's military college, is causing a furore 
among blacks. It has also drawn attention 
to the state of race relations throughout 
the Carolinas. On October 23rd, five 
white cadets wearing white sheets and 
what looked like Klan headdresses en- 
tered the room of Mr Kevin Nesmith, à 
black cadet. They shouted obscenities 
and left a burned cross made of newspa- 
pers. Soon afterwards Mr Nesmith re- 
signed, saying that he was being harrassed 
and **made to feel the villain". His older 
brother, the only black trustee of the 
college, also resigned. 

Officials at the Citadel, which did not 
admit its first black student until the 1970s 
(there are still only 116 blacks in an all- 
male student body of 2,000) were quick to 
investigate and to announce punishments 
for the five: the cadets were reduced in 
rank, confined to campus for six months 
and ordered to walk 195 additional 
marching tours. Military sources called 
this harsh justice. Black leaders, on the 
other hand, demanded that the five 
should be expelled. According to the 
cadets' own rule book, they probably 
should have been. 

Since then there have been protest 
rallies and marches, meetings with the 
governor, Mr Richard Riley, an investi- 
gation by the state's human affairs com- 
mission and the creation of a racial advi- 
sory committee at the college. But 
controversy persists, especially since the 
state provides money for the college. 
State and national officials of the Associa- 
tion for the Advancement of Coloured 
People are continuing to press for expul- 
sion of the white cadets or the resignation 
of the college president, Major General 
James Grimsley. 

Equal rights for blacks are more likely 
to be resisted in the Carolinas than in 
other states, even other states in the 
south. Some say that this is because their 
black population is larger: nearly one in 
every three South Carolinians is black, 
nearly one in every four North Carolin- 
ians. But this can hardly be the whole 
answer, since states with proportionately 
more blacks, such as Mississippi, show 
less evidence of the Klan. Changing social 
patterns may have something to do with 
it. In Georgia, the Klan has been found to 
spring up in the fastest-growing counties, 
once rural and now semi-suburban, on 
the periphery of Atlanta: the sort of 
places to which whites move to get away 
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New uniforms, old hatreds 





from blacks, only to trip over the poor 
rural blacks who are already there. What- 
ever the reason, North Carolina remains 
the state with the most Klan or Klan-like 
activity. 

The Christian Knights of the Ku Klux 
Klan seem to be the latest manifestation 
of the old scourge. The Knights were set 
up last December by Mr Virgil Griffin, 
who took part in the 1979 Klan foray in 
which five communist demonstrators 
were shot and killed in Greensboro, 
North Carolina. They imitate the flag- 
waving Klan of long ago. Since January 
the group has held more than 60 weekend 
marches in various southern cities. The 
most recent took place on November 
22nd in Charlotte, North Carolina, a city 
that has a black mayor. Earlier, on Sep- 
tember 6th, a Christian Knights march in 
Charlotte turned into a near-riot. The 
following month the governor, Mr James 
Martin, appointed a task force on racist 
and religious violence. 

Klanwatchers speculate that the 
marches of the Christian Knights are 
designed to pick up members from two 
other similar organisations that have been 
crippled by the federal authorities. Nine- 
teen former members of a group calling 
itself the White Knights of Liberty were 
convicted of federal civil-rights violations 
this year. Their most common illegal 
activities were cross-burnings on the 
lawns of "race-mixers —usually white 
women who had black husbands or black 
boyfriends. 

The White Patriot Party was also effec- 
tively disbanded in July when its leaders 
were convicted by a federal jury in Ra- 
leigh, North Carolina, of carrying on an 
illegal paramilitary operation. The group 
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had spent $50,000 on explosives and 
weapons—many of which may still be 
hidden—intended for its future struggle 
"to create an all-white Southland". De- 
spite the crackdown by the federal au- 
thorities, there are still about 1,000 Klan 
members in North Carolina, split up 
among about six Klan factions. 


Philadelphia 


The gangsters 
constitution 


PHILADELPHIA 


New York has been making a splash 
recently with a string of convictions for 
municipal corruption. For once Philadel- 
phia has not been playing second fiddle. 
The city, soon to celebrate the 200th 
anniversary of the American constitution, 
is abuzz with scandals that so far have 
seen six judges removed from their du- 
ties, a member of the city council indicted 
for being organised crime's mole in city 
government, and dozens of police officers 
jailed or suspended for taking kickbacks 
to protect various forms of vice. The 
judges are alleged to have taken money 
from trade unionists to fix cases. 

Before the scandal erupted, local 
courts were already recording a backlog 
of 6,000 cases, leading one watchdog 
group to declare that “‘if all criminals took 
a holiday, it would still take the judges 
nine months just to clear their dockets”. 


Defence 


At) Bae gt 


An overwrought woman opened fire in a 
courtroom last week, wounding two peo- 
ple; she explained that she was frustrated 
by delays in a case she had brought 
against her boy-friend. 

Philadelphia has long been called ‘cor- 
rupt and contented”, an image popular- 
ised by a turn-of-the-century muckraker, 
Lincoln Steffens. Some of the content- 
ment sprang from the notion that city 
government was getting a bit more civi- 
lised; it had been fully five years since 
anyone had punched anyone else at a 
council meeting. But when the news 
broke that a council man had been indict- 
ed for conspiring with mob figures to hold 
up a massive waterfront project until 
bribes were paid, the Philadelphia Inquir- 
er characterised it as “an attempt to 
recreate a government of gangsters, by 
gangsters and for gangsters”. 

In fact, wiretaps have picked up offi- 
cials of the roofers’ union—the ones a 
cused of slipping envelopes of Christm 
time cash to judges—bragging that they 
had the backing of “Little Nicky” Scarfo, 
a reputed kingpin of the mob. At least 
one judge is said to have been wired for 
sound by the FBI.branch office. 

The scandals have not entirely damp- 
ened a building boom or the city’s resur- 
gent economy, but civic paralysis and 
pessimism are everywhere. The tower on 
top of City Hall, for instance, has been 
swathed in scaffolding for months, the 
victim of a restoration effort that ran out 
of money. Could somebody have failed to 
bribe somebody enough? 





Reining in service rivalries 


President Reagan has signed the bill or- 
dering the most comprehensive reorgani- 
sation of the American defence depart- 
ment since it was first set up in 1947. The 
new law seeks to strengthen the positions 
of the chairman of the Joint Chiefs of 
Staff (JCS) and of the joint commanders, 
and to provide strong central supervision 
of research, development and, particular- 
ly, procurement by the office of the 
secretary of defence. The second of these 
aims probably canpot be achieved by law; 
the first might b 

The main Ba A of tightening up pro- 
curement was to create a czar, a second 
deputy secretary of defence. Previously, 
research and development was split off 
from purchasigg, with the purchasing job 
going to an afstam secretary one notch 
down from the undersecretary for R&D. 
The first resujt of the reorganisation was 
that two extrémely well qualified individ- 
uals (Mr Donald Hicks for R&D and Mr 
James Wade for procurement) resigned 


when Mr Richard Godwin, an executive 
of Bechtel, was appointed to be the ^. 
czar. With no knowledge of the Pentagon 
bureaucratic jungle and with the top 
talent gone, Mr Godwin has floundered 
in his new job. Meanwhile, the services 
are doing more or less what they have 
always done in the Reagan administra- 
tion: going their own separate ways on 
procurement. Centralisation or decen- 
tralisation of procurement is a matter of 
political will, not of organisation. 

The reorganisation of the JCS could, on 
the other hand, make a big difference. 
The new law makes the chairman, who 
was before merely the co-ordinator of a 
committee of equals (himself plus the 
four service chiefs), the principal military 
adviser to the president; provides him 
with a deputy; and gives him control over 
the joint staff that previously worked for 
the committee as a whole. Before the 
reorganisation, the committee as a whole 
was the main military adviser to the 
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con promises. The hope 

the new law is that the chairman and his 
| deputy, supported by. the joint staff, will 

not hesitate to recommend bold ideas on 
„defence. 

-One of the key features of the bill is a 
set of provisions designed to attract top- 
notch officers into joint-staff duty, either 
on the joint staff itself or on the staff of 
one of the seven joint commanders. Until 
now, posts on these staffs have not been 
sought after, because there were better 
Chances of promotion for those who had 
. done well working for their own services. 
ue me people fear that the new pee 









Mr Frank Rich, the chief theatre critic of 
1e New York Times, felt disappointed 


~~ when he went to a revival of “The Front. 


Page” a few nights back. There were 
only "wimpy clouds of tobacco smoke" 
áround "the poker-playing reporters of 
the Lucky Strike era." He was lucky to 
get as much smoke as that. If a new law 
that has just been unanimously approved 
by the state public health council comes 
9. force, as it probably will, there will 
j0king allowed in any indoor 
s, including huge arenas such 
: Square Garden; in club- 
houses, Ouses, gymnasiums and 
health clubs; in public lavatories, waiting 
rooms, markets and stores (except those 
unfortunate enough to sell tobacco); in 
banks, hospitals and taxis. Exceptions 
may be made only where spaces can be 
: totally. shut off for smokers. 






















in 1952, has already imposed 
smoking restrictions inside municipal 
buildings, including—chief haunts of the 
- furtive—the loos and stairwells. He has 
also tried to oblige restaurants to set 
_ aside a quarter of their seats voluntarily 

. for non-smokers. The restaurant owners 

"^ proving recalcitrant, the law that is now 
‘| . proposed would oblige them to set aside 
‘| 70% of their seats. Violation. would 
«| ^ bring down a fine of up to $250 and up to 

To 15 days in jail. 

c “There are fierce examples of anti- 
s smoking laws all around New York city. 

In Nassau County, Long Island, there is 

a rule (among dozens of others) that 
lawyers must not smoke when interview- 

. ing clients in their offices. New Jersey 
bans smoking in queues to get marriage 
5$ licences, car licences and unemployment 
|: benefit; if anyone lights up to while away 
. the hours, he may not be served when at 
last he reaches the counter. The right of 

the non-smoker to breathe clean air has 
-]- been officially declared to supersede the 
. Tight of the smokerto smoke everywhere 
in New Jersey. 
¿Jn all, 39 states: restrict smoking in 





-but | most of its plans and proposals were ` most of thei 


f the drafters of Pentagon, am 


Mayor Edward Koch, who gave up the 






be. E for hee 
sterile endeavours by fast promotion at 
the expense of those doing the traditional 
military jobs in their services. Others 





believe the new measures do not go far 
enough, and that a supra-service general 


staff corps must be created if true joint 
planning and operations are ever to be 
achieved. | 

. The new law also strengthens the posi- 


tions of the seven joint commanders, who 


are directly under the secretary of de- 
fence and the president (as they were 
before). The men holding these large 
commands, such as the commander-in- 


On to the smokeasy 


some way. Bills were introduced in the 
last Congress to require non-smoking 
areas in all federal buildings, and the 
General Services Administration, which 
runs almost 7,000 government buildings 
where about 3m civil servants work, 
proposes banning smoking throughout 
its fief except in private offices. From 
last July, non-smoking was also declared 
to be the norm in the army, where 
roughly half the uniformed personnel are 
smokers. Smoking is now banned in 
enclosed public spaces, and vehicles, 
though commissaries are still allowed to 
sell cigarettes at a discount of as much as 
35%. 

Smoking has been falling steadily 
among all groups except teenage girls, 
and is now the declared pleasure of only 
30% of the population. Rules against it 
are generally a success. Plenty of them 
are probably honoured in the breach, 
and there are not many inspections; but 
there are few complaints, either, and the 
interests of smokers and non-smokers 








ual taxes on cigarettes, ‘whi 





eo one An ie eri : 7 
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command virtually an 
they can co-ordinate supply, which 
to be carried out almost totally b 
individual services; and they will 
control of any forces operating, 
their Las aUa areas. 
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cation seems to be, would: no ot wi nt 

enter xs Lire | 







cigarette aen dnd the relative a inet 
of cigarettes. Twelve states have n 


and 14 set the legal puchasing ; age at less | 
than 18. The du of. health ded. 
human services on : 
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with iow ways left to restrict s Ho 
wants to raise its tax beyond. 25. cents 
and, at the same time, raise the purchas- 
ing age. Sifting out purchasers by the age 
they seem to be is an often impossible 
task. But to deter youngsters at the 
counter, before they even start the habit, 
seems a more reasonable way to. behave : 
than. ostracising adults. ! 
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focuirement. How he will mb along with 
the new procurement czar at the Penta- 
on is anybody's guess. 

The reorganisation bill is the product of 
a number of compromises, many of which 
atered down the recommendations of 
ne excellent report on defence manage- 
.produced by the Packard commis- 
last summer. It is too early for a final 
ssment; at present, it appears to be a 
owards getting rid of the worst 
of inter-service rivalry and dupli- 
n, but not much more. 















best, only satia. 
ussed; the end of the co 
still a farce (a particularly unfw 
vith the federal government often shut 
own for a few hours); and the processes 


‘Des dicia are still 








thing and appropriates money for 
e still distinct. 

The administration claims. that the pre- 
ent structure gives the president little 
power to push through his priorities, or to 
top the more Reba spun g of 












Capitol Hill ‘that it Ee him. ath ; 


essional year | 
‘unfunny one, : 


which Congress authorises spending. 





year tax-cutting programme. 


. Budgetreform is also being taken up by 
those who wish to reduce the $220 billion | 


budget deficit of 1985 by means fair or 
foul. There is a long tradition, seen this 
year in the way in which Congress, with 
administration 
Gramm-Rudman targets, of using smoke 
and mirrors to drive down the nominal 


deficit. If the administration’s plans for 


budget reform were driven by such dis- 
honorable considerations they would get, 
and deserve, little support in Congress. 
The administration’s task force seems 
to be concentrating on three possible 
reforms. 
@ Biennial budgeting. As about 90% of 
the federal budget repeats work done 
previously (by doing little more than 
giving new figures to continuing pro- 
grammes), it seems pointless to fight over 
it each year. Twenty-two states appear to 
agree; their budgets are constructed for 
two years at a time, which is said to 
encourage some longer-term planning. 
Mrs Alice Rivlin, the first director of the 
Congressional Budget Office, is a propo- 
nent of such a plan for the federal budget, 
though many on Capitol Hill are scepti- 
cal. They say that any move to two-year 
budgeting would reduce Congress's abili- 
ty to oversee what the president is up to. 
€ Enhanced rescission. Mr Reagan has 
long wanted a line-item veto, of the kind 
that he enjoyed when governor of Cali- 
fornia, This would give him the ability to 
axe a programme of which he disap- 
proved without vetoing an entire appro- 
priations bill. No Congress controlled by 
Democrats is going to grant him such 
power. Instead, the president's advisers 
are considering a reform of the 1974 act. 
At present, if the president wants to 


OS» 


acquiescence, hit its 


distinction between the 


rescission within AS. york 
original spending stands. TI pos 
would be to revise the law. so thata 
rescission would stand unless overturned. 
Some officials in the Office of Manage- 








‘ment and Budget are enthusiastic about 


the plan. 
“They argue that it would not inter- 
fere—as the line-item. veto would—with 
congressional priorities about pro- 
grammes, but would give the president 
some power to ensure that wasteful 
amounts of money were not committed. 
e Balance-sheet and capita budgeting. At 
present, thé president" et makes no 
operating costs of 
the government in any one year and the 
capital expenditures it is committed to 
These, under under normal accounti 
principles, would be depreciated ov 
several years. If the capital items could 
somehow be treated separately, the def 
icit might give the appearance of 
shrinking, because the | 
items would not all be 
year. 5 
Tempting, jetan. | 
mirrors sehigot But, as 
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Placido Domingo, possibly the 
greatest living tenor, has one over- 
riding ambition - to help more 
people, all over the world, under- 
stand and appreciate the music 
he loves. 

To this end, Placido Domingo 
has learned 80 different operatic 
roles - an amazingly diverse and 
daunting repertoire, but also one 
which attracts the widest possible 
audience. He has also sung the 
lead role in ‘My Fair Lady’ and 
performed Zarzuela lolk-songs, 
simply to interest more people in 
the power of music. In recent years 
his films, including ‘La Traviata; 
have given pleasure to many 
who discovered opera first in the 
cinema. Very recently, Placido 
Domingo has completed the most 
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“Unlike me, my Rolex never needs a rest’ 


ambitious opera film ever made, 
where his Otello is directed by 
Franco Zefhrelli. 

And now, Placido has added 
yet another career to his operas, 
films, videos and records both as a 
singer and a conductor. “My goal,’ 
he says, “is to be a real Music 
Director...to bring together the 
best conductors and best stage 
directors and the best possible 
casts. 

So he has become Music Ad- 
visor to the Music Center Opera 
Association in Los Angeles, with 
the aim of building a new, world- 
class opera company. The range 
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of Placido Domingos activities 
recalls the spirit of the Renais- 
sance, where the most gifted crafts- 
men excelled in as many related 
skills as possible. 

During 1986, Placido Domingo 
has used his remarkable voice as 
often as he dared to raise funds 
lor Mexico following the earth- 
quake in which so many people, 
including members of his own 
family, lost their lives. 

To keep up with the ever- 
increasing demands on his time 
Placido Domingo, the Ambassador 
of Opera, relies on his Rolex."This 
watch is perfect for me,’ he says, 
“because, unlike me, it never needs 
a rest. You could say its W 
one of my favourite 
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When The Peninsula Hong Kong was developed, no expen: 
^ VE was spared in providing the finest deluxe accommodatio 
E = ae You'll find that same commitment to excellence at all Peninsu 
n a Group hotels. From the new Kowloon Hotel standing proudly behir 
The Peninsula, to the deluxe Manila Peninsula, the spacious Garden Hot 
in Guangzhou and the highly-acclaimed Jianguo in Beijin 

Ever siace its founding American Express®, too, has been dedicated to offerir 





travellers the best in service. For example, American Express Cardmembers can mal 
an Assured Reservation® at any Peninsula Group hotel. This means your room will | 
kept ready, even if you're delayed en route, until the following day. Cardmembers ct 
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mmitment to the best. 


so seek assistance at more than 1400 American Express Travel Service Offices 
orldwide. At most of these offices, you can cash a personal cheque, convert currency and 
tain exchange rate information 

Commitment to the best has brought success to The Peninsula Group and American 
xpress. Both are dedicated to continually improving their service to travellers in Asia and 
round the world. 


è 
'he American Express Card. ere The Peninsula Group 


Jont leave home without it. 





Some things speak for themselves. 








Sabena. 


Savoir faire in the air. 


And savoir faire means that we care. 


Sabena people know what it feels like to fly 
for the first time. In fact, a number of Sabena 


flight attendants got their first experience of 


flying as children. So it's easy for them to put 
themselves in a child's shoes. 

All our passengers deserve to be pampe- 
red. That's why our specially trained cabin 
staff give you the same friendly attention whe- 
ther you're travelling Economy, Business, or 
First Class. They know that little things can 
make a big difference. Their competence and 


Make sure you're booked aboard. SABI 


concern make trevel with Sabena a real 
pleasure. 

And should you depart from or arrive at 
Brussels international airport, you'll be de- 
lighted by the friendly, hassle-free atmos- 
phere. And it's only minutes from the heart of 
Brussels. 

Whether you travel for business or for 
pleasure, you can trust Sabena's savoir faire. 


Your travel agent or Sabena office has all the details 


IMPACT /FCB Belgium - SMM517 
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A lumbering pair, lumbered 


with each other 


FROM OUR SPECIAL CORRESPONDENT IN AUSTRIA 


Austria had its general election on No- 
vember 23rd, but it will not get a new 
government until it has been through a 
peculiarly Austrian period of wheeling 
and dealing, which could take weeks. The 
Socialist chancellor, Mr Franz Vranitzky, 
resigned on Tuesday, and was immediate- 


y asked by President Waldheim to try to 
o 


A 


rm a new government. The manoeu- 
vring has begun. 

The Socialists, despite heavy losses 
(see chart), remain the biggest party in 
parliament, but they do not command a 
majority. They dumped their former 
partner-in-government, the Freedom par- 
ty, in September after it had elected the 
strongly nationalist Mr Jörg Haider as its 
leader, and they rule out any new alliance 
with that party while Mr Haider is in 
charge. So Mr Vranitzky is seeking a 
coalition with his main adversary in last 
Sunday’s election, the conservative Peo- 
ple’s party. 

The Freedom party increased its tally 
of seats in parliament by half. It picked up 
many of its extra votes from the People’s 
party, whose leader, Mr Alois Mock, was 
no match for the fiery Mr Haider—and 
was also outshone by the businesslike Mr 
Vranitzky. Mr Mock was close to collapse 


after his party’s disappointment. The con- 


- servatives paid a heavy price for the half- 


ees, 


ZEN ar. 


hearted campaign they were condemned 
to fight after announcing that they were 
ready for a coalition with the Socialists. 
They had made that announcement in the 
belief that they would emerge from the 
election as the biggest party, and that the 
chancellors job would thus be theirs. 


Take your partner 


Instead, they were left with three fewer 
seats than the Socialists. 

But they are not without bargaining 
power, and are playing hard to get. Their 
strongest card is the possibility that they 
might form a coalition with the Freedom 
party instead of with the Socialists. This 
would appeal to quite a lot of People's 
party members—because they would be 
the dominant partner in such a coalition, 
and because this might prevent even more 
votes slipping away from them to the 
right. A coalition with the Socialists 
would almost certainly drive more disillu- 
sioned conservatives into the Freedom 
party's embrace. 

There is also strong opposition to the 
idea, however: perhaps overwhelmingly 
strong. At a time when the debate about 
President Waldheim's war record is still 
going on (see box on next page), it would 
be embarrassing for any new Austrian 
governmerit to be associated with Mr 
Haider, who has already had unfavoura- 
ble publicity outside Austria for his equiv- 
ocations about Austria's part in the Nazi 
time. At home, the trade unions could 
make life especially difficult for a govern- 
ment that did not include Socialists. 

Since a coalition of Socialists and 
Greens can be ruled out—Austria’s very 
respectable Socialists and its undisci- 
plined Greens loathe each other, and 
anyway do not have a majority of seats 
between them—a grand coalition is still 
the likeliest outcome. A “marriage of 
elephants", Mr Haider repeatedly called 
it during the election campaign. But even 
if the logic of this imposes itself on the 


Seats in Austria's Nationalrat after elections in: 


Freedom party 12 


People's 
m^ 


seats 183 
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Freedom party 18 


People's 
party 77 


Socialists 
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Coffee with election arithmetic in Vienna 


politicians in Vienna, the mating process 
could take weeks, as the details of who 
gets what job are argued out. 

Whatever form it takes, Austria's next 
government will have its work cut out. 
The previous experiment with a grand 
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coalition, between 1945. and 1966, re- —— 


created a sense of national unity after the 


near-civil-war of the 1930s; but it grew  - 


*- 


heavy and complacent, and sowed the  - 


seeds of Austria’s present economic diffi- 
culties. In some ways, Austria’s economic 
performance compares favourably with 
that of many European countries: GDP 
has been growing at close to 3% this year, 
inflation is below 2% and the unemploy- 
ment rate around 5%. But that makes 
things sound better than they are. 

In the 16 years the Socialists have been 
the government (either alone or in coali- 
tion with the Freedom party), the budget 
deficit has risen from 0.6% of GDP to 
5.3%. That is fairly bad. Much worse is 
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the growth in Austria's public debt from — — 
47 billion schillings ($1.8 billion), or 


12.7% of GDP, in 1970 to the present 604 


billion schillings ($43.1 billion}—a more 
worrying 42% of GDP. Successive Social- 


ist-led governments have paid out large — 


subsidies to keep afloat money-losing 
factories in Austria’s nationalised sector 
(a fifth of the entire industrial capacity). 


State spending on social welfare has also — 


steadily increased: from 21% of GDP in 
1970 to 27% of GDP now. 
Since Mr Vranitzky, an ex-banker, be- 
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. came chancellor in June, the government 
» hasstarted tackling these problems, often 
using ideas proposed for years by the 
. conservative opposition. Under a plan 
. presented in September, the biggest mon- 
. ey-loser in the nationalised sector, the 
— Voest-Alpine group, will shed 9,500 of its 
. workforce of 38,000 by 1990. Just before 
the election the Vranitzky government 
. announced a programme of privatisation, 
. the modest first stage of which is expected 
= to bring in 4.5 billion schillings. In a 
. recent interview Mr Vranitzky said that, 
if re-elected, the Socialists would seek to 
halve the budget deficit within five years. 
. But, like the People's party (which also 
. promised to reduce the deficit), the So- 
= eialists were reluctant to spell out how 
.. this was to be achieved. 
» . One of the main arguments put forward 
| in favour of a big-two coalition is that, in 
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Mere oblivion? 


In an interview published on November 
12th President Kurt Waldheim of Aus- 
tria said that, for one year, he would not 
travel abroad. Even the Swiss, it seems, 
— have reacted coldly when sounded about 
their readiness to receive the former 
"United Nations secretary-general who, 
since July, has been the head of state of 
Austria, their neighbour and fellow-neu- 
tral. It is extraordinary that such a rigor- 
ous quarantine should be imposed on 
such a prominent figure; but these are 
extraordinary circumstances. 

As has been said by no less an author- 
ity than Mr Simon Wiesenthal, the veter- 
an Nazi-hunter who lives in Vienna, it 
has not been proved that Mr Waldheim 
committed any war crimes in 1939-45, 
He has, however, been revealed as—in 
Mr Wiesenthal's words—"an opportun- 
ist who has destroyed his own credibil- 
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In two books of memoirs Mr Wald- 
heim had claimed that after being 
wounded in Russia in 1941 he was re- 
leased to return to his law studies. Last 
spring it became known that, on the 
contrary, he served with the German 
army in the Balkans from 1942 to 1945. 
In April he declared that, during the 
brutal repression in 1942 in the Kozara 
region of Yugoslavia, he was 150 miles 
. away, acting as an interpreter with an 
. Italian formation; but on October 30th 
. his spokesman had to concede that he 
was in the Kozara at the time. Docu- 
ments from the American national ar- 
— chives which were made available to the 
_ Washington Post on November 6th show 
that it was the staff section to which 
Lieutenant Waldheim was assigned in 
the Kozara that handled the deporting of 
some 70,000 civilians, many of whom did 
not survive their harsh treatment. 

Mr Waldheim's plaintive question, 
"Who can remember everything from 
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eory at least, it would command a 
consensus broad enough for radical 
changes to be made. The trade unions, 
the theory runs, would be kept in a 
responsible frame of mind by the Social- 
ists, and Austria's social peace would be 
preserved. But there is also a danger that, 
with so many lobbies to please, the big 
parties would sit back and do very little. 
Having given the two big parties 85% 
of the vote in the knowledge that they 
were planning to form a grand coalition, 
most Austrians have once again shown 
their taste for tackling problems by ac- 
commodation rather than by confronta- 
tion. But the increase in the vote for the 
Greens, who won seats in parliament for 
the first time, suggests that some Austri- 
ans want their system to produce change 
of a different sort from the mere amelio- 
ration offered by the big parties. So, in 





the war period?", does not dispose of all 
this. He has made a speciality of forget- 
ting the unforgettable. Now, apparently, 
his capacity for selective oblivion is 
about to be tested again. 

A new report, which will be presented 
to British ministers in December, is said 
to contain evidence of Mr Waldheim's 
personal involvement in the interroga- 
tion of British commandos captured by 
the Germans in Greece. His claim that 
the British authorities had already 
cleared him of complicity in that affair 
has been denied by one of the report's 
authors, a historian and Conservative 
member of Parliament, Mr Robert 
Rhodes James—who, at one time, was 
on Mr Waldheim's staff at the UN. Ac- 
cording to Mr Rhodes James, Mr Wald- 
heim was in charge of the German squad 
that held the British prisoners, at least 
six of whom were never seen again. 
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A president in quarantine 
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pposite way, does the sharp im- 
provement in the Freedom party’s score. 
There seems to be growing scepticism in 
Austria that a return to consensus can 
solve the country’s troubles. 


French education 
They're at it again 


FROM OUR PARIS CORRESPONDENT 


Since the student upheaval of 1968, the 
sight of massed university demonstrators 
has caused the French authorities a quiver 
of alarm. Nerves inevitably twitched in 
the last week of November as students 
went on protest strikes at universities and 
secondary schools across France against a 
government bill which would tighten en- 
try requirements in higher education. 
Some 50 of France's 70-odd campuses and 
many /ycées were affected. Opposition 
Socialist leaders joined a big march in 
Paris to launch the strike. 

The government is keen to win this trial 
of strength. Not only does it want to push 
through the bill itself. A victory for the 
students, it thinks, might encourage the 
mainly left-wing organisers of the strike 
to cause trouble over other things. At the 
centre of the storm is a youthful-looking 
44-year-old with a fifteenth-century hair- 
cut, Mr Alain Devaquet. As junior minis- 
ter for higher education it is his task to 
defend the new bill. 

It would allow the better universities to 
weed out students with greater care; each 
university would be able to raise its lowish 
entry fee by a fixed amount; and the 
common national diploma would carry 
the name of the bearer's university. Pro- 
testing students think these changes 
would sharpen differences of quality and 
prestige in an already far-from-equal sys- 
tem. By contrast, those who think French  - 
universities need tougher standards tend 
to believe that Mr Devaquet has not gone 
nearly far enough. 

The modest entry fee apart, France 
offers a virtually free higher education to 
any student who can pass the baccalaur- 
éat. Standards in this end-of-secondary- 
school exam have dropped, many say. 
True or not, in the past 20 years the 
student population in France has almost 
doubled to just under 1m. As in other 
open-to-all systems, the drop-out rate is 
high and universities and faculties vary 
enormously in quality. On the whole, 
bright or favoured students get into the 
higher levels, dull or disadvantaged ones 
make do with the lower reaches of the 
system. At the very top are the grandes 
écoles, the training schools for France's 
elite, to which entry is fiercely selective. 

Education tends to be a tinderbox in 
France, where school and university pro- 
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YKK's “Quicklon” 
hook and loop fasteners 
make life easy 


Fast and reliable 
YKK's “Quicklon” 
high quality hook 
and loop fasteners 
are available in 


different widths 

and colours. 

YKK. Helping to 59— s 
improve your life with better iduci. 


<< 


YOSHIDA KOGYO K.K. 
1, Kanda lzumicho, Chiyoda-ku, Tokyo 101, Japan 









Prepare now for the 
challenges ot the 90's 


^^ Arthur D. Little Management Education Institute, 
Inc., announces the XXIV offering of the MASTER OF 
SCIENCE IN MANAGEMENT PROGRAM, August 24, 
1987-July 28, 1988, conducted at the corporate headquar- 
ters of Arthur D. Little, Inc., one of the world's largest 
management and technology consulting firms. Program 
features include: 





development of essential managerial skills 

* an internationally focused program including spe- 
cialized training in project analysis and management, 
strategic planning, management of technology and 
agribusiness management 

* participatory learning methods including case discus- 
sions, intensive use of microcomputers and group 
exercises 


* faculty with extensive international experience drawn 
from corporate professional staff and supplemented 
with leading educators from other institutions. 


The Arthur D. Little Management Education Institute, 
Inc., an accredited institution of higher learning, is a 
wholly owned subsidiary of Arthur D. Little, Inc. For 
more information, contact: 


Admissions Coordinator 
Arthur D. Little Management Education Institute, Inc. 
35 E Acorn Park 

Cambridge, MA 02140-2390 U.S.A. 

Telex 921436, Telephone 617-864-5770, ext. 3268. 
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The prestige of the number one address 
in the business world. The esteem of the tallest 
building outside the United States. The 
efficiency of one of the most technologically 
advanced office complexes in the world. 

At OUB Centre, productivity and 
prestige work hand in hand to give your 
company many distinct advantages in today's 

ness environment. 
Automation System 

A fully computerised Building 
Automation and Security System will ensure 
efficiency, comfort and safety. 







Power Supply 
Even if there is a complete power black- 
out, business can carry on as usual. Thanks to 
a special emergency power system, 
- uters, telex and telefax machines will be 
unaffected. And 50% of the 31 ultra modern 


your convenience, 24-hour 

airconditioning is available at economical rates. 
Celumn-Free Space 

OUB Centre's column-free office space 
with built-in trunking system will offer you 
maximum flexibility in office layout planning. 
Ample Carpark 

There will be 358 basement lots and 
another 1,069 lots in the Golden Shoe 
Carpark which is conveniently linked to the 
building by a covered pedestrian bridge. 
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OUB Centre is located right at the door 
step of the Raffles Place MRT station where 
all the trains meet, 


Facility 
Within the building will be a full facility 
oc club, offering a welcome respite from 
work. 


As the owners are also the major 
tenants, you can be sure OUB Centre will be 
immaculately maintained. ' 

Call our marketing 
agents today and find out 
about our new revised 1986 
rental rates. You'll be 
pleasantly surprised. 





OUB CENTRE 
One Raffles Place 
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Joint Marketing Agents 


ous centreumiteo $8 Knight Frank 
33rd floor, The Mandarin Singapore 
333 Orchard Road, Singapore 0923 Cheong Hock Chye & Baillieu 
Cable: MANRINOTEL (Part of the Knight Frank 
Telex: RS 21528 MANOTEL, & Rutley Group Worldwide) 
Singapore 101 Cecil Street, #14-01 Tong Eng Building, 
Office On-Site Telephone: 532 2577 Singapore 0106. Telex: VALUER RS 34722 
Telephone: 222 1333 

"TUU-PTTIEMÁ— “The Government and the Urban Redevelopment Authority shall 

ES © DEN in no way be liable for any default or failure in complying with amy 
of the terms and conditions of the agreement for subleasing sale or 

transfer as the case may be on the part of either the Developer or the individual sublessess or purchasers." 
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test is a national rite. There have been 
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intermittent bouts since 1968. Opposition 
does not always come from the left. When 
two years ago the Socialist government 


_ tried to reduce the privileges of the pri- 


vate schools, their lobbyists and other 


North-south: France 


conservative pressure groups got hun- 
dreds of thousands of marchers into the 
streets. The Socialists had to withdraw 
the measure, Socialist support for the 
students this week was partly by way of 
revenge. 





Divided they think 


Hexagonal France, unlike longer-than-wide Italy and West Germany, 
does not slice neatly into north and south. Yet the ordinary French- 
man’s idea that northern and southern France are as different as a bock 
and a Pernod seems unshakable. Our Paris correspondent looks at the 
reasons why, in the latest in our north-south series 


“There is no social life in the 
Midi," observed Madame de 
Staël two centuries ago; 
\ “one’s time is fully occupied 
| by the sun, the arts and 
love." A banker's daughter, 
the Swiss writer had grown 
up in her mother's Paris sa- 
lon and then been married off young to a 
Swedish diplomat. Not unnaturally, she 


found the more relaxed atmosphere of 
the Mediterranean a relief. Things have 


changed in the Midi since Madame de 
Staél’s day. 

Even since 1945, France’s two Mediter- 
ranean regions, Languedoc-Roussillon 
and Provence-Alpes-Cóte-d'Azur, have 
greatly altered under the impact of those 
two great catalysts: more people and 
more money. The change is only slightly 
less dramatic in the south-western regions 
of Aquitaine and Midi-Pyrénées. Even 
the mountainous, sparsely populated cen- 
tre-south may be shaking itself awake. If 
there are any northerners left who think 


_ of southern France as a bucolic, backward 


playpen, let them think again. 


A distinction without 
a difference? 


Regional councils* 
controlled by: 


Rio 
Eg ie 


Historic divisions 

Langue d'Oil (north) 

and Langue d'Oc (south) 
Feudal law (north) 

and Roman law (south) 
Northern limit of the olive 


* After March 16 1986 elections 


Ask somebody from the north of 
France for random impressions of the 
south and likelier than not he will choose 
from a list like the following: (sights) 
olive trees, pines; (sounds) crickets, mos- 
quitoes; (smells) lavender, sun-tan oil; 
(tastes) rosemary, fish-stew. Ask about 
the typical southerner, and the portrait 
will probably include the descriptions 
"warm", "open" and "sociable". Life in 
the south, unlike the competitive, com- 
mercial north, supposedly leaves time for 
the enjoyment of family and friends. 

In northern minds, this has not always 
been meant as praise. When the south 
lagged well behind the north in economic 
growth, northerners suspected it of heat- 
engendered laziness. A nineteenth-centu- 
ry believer in Victorian values, Ernest 
Renan, once thundered: ''Without Lan- 
guedoc and Provence, France would be 
serious, hard-working, Protestant,” and 
parliamentary." Economic progress on 
France’s southern rim has led northerners 
to adjust their picture of the south. Today 
they accept that southerners can be suc- 
cessful as well as nice. 


NORD-PAS-DE -CALAIS 


“| CHAMPAGNE-ARDENNE 


PROVENCE -ALPES - 
B córt-D'AZUR 


ROUSSILLON 





So much for stereotypes. Apart from 
latitude, what does distinguish north from 
south in France? Climate is an unreliable 
guide. The south is sunnier. But the only 
part hot enough to support olive trees is a 
Strip along the Mediterranean coast that 
pushes 200 kilometres or so up the Rhóne 
valley (see map). In the west, damp winds 
from the Atlantic blow in over Aquitaine 
and Midi-Pyrénées. It rains in Bordeaux 
as often as in Paris, On a fine day, the 
thin, pinkish-brown building bricks in the 
old parts of Toulouse may remind a 
visitor of Rome. But the roofs, with good 
reason, are steeper-pitched: Toulouse has 
more millimetres of rain each year than 
gloomy Lille in the far north. 

Nor is geology much help. The south 
might have made more of a unit but for 
the Massif Central, a vast table of ancient 
volcanic rock worn flat and then retwisted 
during the upheavals that created the 
Alps and Pyrenees. Because of the Mas- 
sif, the south-west and south-east 
France have long communicated more 
easily with the north, or with Spain or 
Italy, than with each other. France’s new 
high-speed train has cut the Paris-Mar- 
seilles journey to under five hours. The 
slower Capitole, one of the last of the 
great expresses that is not like the cabin 
of a jetliner, needs only six hours for the 
run from Paris to Toulouse. But crossing 
from east to west in the south, by car or 
train, can still take an entire day. 

Try as one may, it is impossible to find 
a consistent north-south theme in French 
history. The Gothic invasions, the break- 
up of Charlemagne’s empire and the 
Hundred Years’ War split France as much 
east-west as north-south. On historical 
maps at the onset of the Revolution in 
1789 there usually appears an invitingly 
precise pair of lines dividing northern 
from southern France. Above this bound- 
ary was a region of feudal law (shown on- 
map) and high salt taxes; below it, written 
law and low salt taxes. This division did 
not last. Napoleon gave France one sys- 
tem of law, a uniform administration and 
uniform education. Unlike the Germany 
that was still Prussia and Bavaria, France 
embarked on its industrialisation as an 
already unified state. 

The famous distinction between langue 
d'oil (roughly, modern French) and 
langue d'oc (southern French or Occitan) 
was an invention of nineteenth-century 
linguists. The south had many different 
dialects. These have more or less died out 
as spoken languages, although certain 
exams can be sat in Occitan (and the 
comic-strip Tintin, among other treats, 
read in it). There is a recognisable meridi- 
onal accent—twangy vowels and faster 
rhythms—but it is far from uniform. 

The stereotypes are not, of course, 
pure invention. Loneliness, alcoholism 
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and suicide are less common in the south 
than in certain northern areas. Southern- 
ers seem united in a reluctance to wear 
seat-belts, and they drive, as a rule, as 
wildly as Texans or Bavarians. This may 
be due less to latent anarchism than to the 
fact that they often have a long way to go, 
especially in the vast south-west. 

But the researchers have found that, 
despite their sanguine reputation, south- 
erners are no more optimistic about their 
future than northerners. Given the high- 
tech growth that is scattered along the 
corridor from Bordeaux through Tou- 
louse to Marseilles, this may seem sur- 
prising. The reason could be that some of 
the big industries set up in the south 
during the heyday of regional planning in 
the 1950s and 1960s are now in trouble. 

In politics, the south is no longer dis- 
tinct. The Socialists have lost their broad 
stronghold in the south-west. The Com- 
munists, once a power across the centre- 

uth and south-east, are left clinging to 
redoubts in Marseilles and Limousin. The 
mainstream right, as the pattern of last 
March’s regional elections suggests, is 
now competitive across all of France. The 
anti-immigrant far right has special ap- 
peal in Marseilles and Toulon, where 
North Africans live, but it also has a 
following in big cities in the north. 

One thing—and it is important—does 
distinguish the south from the north: 
population growth. The north is where 
France’s women are having the most 
babies; the south is where its pensioners 
are choosing to retire, and where many of 
its young people are hoping to find work. 
From 1975 to 1982, immigration to the 
south offset its low birth rates and high 
death rates enough to make its population 
the fastest-growing in France. According 
to France’s statistical service, it will prob- 
ably continue to outgrow the north until 
the end of the century. 

At the same time, the south is likely to 
narrow the income gap that separates it 
from the rest of France. As it does, it will 
certainly get more crowded and possibly 
less relaxed. If so, France’s north and 
south will have grown even harder to tell 
apart. Of course, there will still be those 
powerful southern flavours—and the de- 
termination of French people in both 
north and south to believe in a difference 
they cannot define. 


Italy 
Unlikely witness 


Italy’s foreign minister, Mr Giulio An- 
dreotti, is the current favourite to succeed 
Mr Bettino Craxi as prime minister if and 
when Mr Craxi steps down in the spring, 
as he is supposed to do under a power- 
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sharing arrangement with his main coali- 
tion partner, the Christian Democrats. So 
Mr Andreotti's appearance on November 
12th as a witness in the trial of 468 alleged 
Mafia leaders raised Italian eyebrows. 
The judge and the jury asked Mr An- 
dreotti questions about a conversation he 
had in April 1982 with General Carlo 
Alberto Dalla Chiesa, the police chief 
gunned down later that year in the Sicil- 
ian capital during his anti-Mafia 
campaign. 

According to the general, the two men 
discussed links between certain Sicilian 
politicians, among them friends of Mr 
Andreotti, and the Mafia. The foreign 





minister denied this in his evidence. Law- 
yers acting for the murdered general's 
family said afterwards that Mr Andreotti 
was lying and should be charged with 
perjury. The Palermo state prosecutor 
said last week that he would be investigat- 
ing the perjury accusation. The family has 
claimed that General Dalla Chiesa was 
killed as a result of "co-operation be- 
tween certain corrupt politicians and the 
Mafia". 

It is not the first time that Mr Andreotti 
has been accused of links with the under- 
side of Italian politics. In the early 1970s 
he was said by his opponents to be close 
to senior members of ltaly's security 


We thought we were better 


FROM OUR SWITZERLAND CORRESPONDENT 


The main damage within Switzerland 
from this month's Sandoz chemical disas- 
ter in Basle has been psychological, but 
no less severe for that. Most of the dead 
fish and polluted water were down- 
stream from Basle, where the Rhine 
leaves Swiss territory; but the shock to 
Swiss self-satisfaction, it has been said, is 
as great as that caused by the earthquake 
of 1356. 

The shock has been both local and 
national. In Basle itself, the long rela- 
tionship of wary confidence between the 
city and the chemical industries which 
make its citizens the most prosperous in 
Switzerland has been shattered. One 
staunch local patriot who also happens to 
work for a chemical company says it is 
"as though a long love affair had been 
betrayed”. Everybody in Basle knew 
that chemical plants could be dangerous 
neighbours; but since the Seveso disaster 
near Milan in 1976 (which involved a 
subsidiary of Hoffmann-La Roche), the 
Baslers expected, at the least, honest 
information. 

The feeling of betrayal came not only 
from the Sandoz fire (whose cause has 
still not been established) but at least as 
much from the spillage of a weedkiller 
called atrazine from the neighbouring 
Ciba-Geigy works. The leak occurred a 
few hours before the Sandoz fire but was 
reported only days later. Now hardly a 
day goes by, it seems, without headlines 
in the papers about another chemical 
accident. Most would never have come 
into the open before the Sandoz fire: the 
rule of thumb has been to report only 
accidents that have consequences out- 
side the area of the company compound, 
or involve injuries serious enough to 
require medical care. 

Accidents are reported to the cantonal 
authorities, either the police or special 
inspectors. Among those recently re- 
ported—none of them serious—one 
took place in the canton of Basle Coun- 
try, one in Basle City and one in the 
next-door canton of Aafgau. Another 


neighbouring canton, Solothurn, has 300 
chemical plants, most of them small; the 
local authorities say at least 30 of them 
are due for closer inspection, a remark 
that would never have made the national 
press a month ago. The Federal Office 
for the Protection of the Environment, 
so far mainly a think-tank, would like to 
have more clout; and may get it after a 
special parliamentary debate next 
month. 

The shock at the national level has 
been just as great. Clean, tidy Switzer- 
land—the country that had been wagging 
an environmental finger at the rest of 
Europe, proud of its stringent rules on 
exhaust gases, its forest-protection mea- 
sures, its control of heavy-vehicle traf- 
fic—has had a rude awakening. After 
Chernobyl, the Swiss comfortably said 
that nothing like that could happen to 
them. Their technology was too good; 
they were not secretive. Now they are 
eating very humble pie. 


Accidents will happen—even here 
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forces, whose subordinates had connec- 
tions with a group of extreme right-wing 
conspirators allegedly responsible for a 
series of bomb attacks. Two years ago he 
came under censure from the Communist 
party for alleged links with Mr Michele 
Sindona, a convicted Italian financier, 
but was cleared by a parliamentary com- 
mission of inquiry. 

These attacks may simply reflect the 
fact that Mr Andreotti has been around a 
long time in Italian politics. Now 67, he 
has been in most governments since the 
second world war. If he is cleared of 
perjury, the mud is no likelier to stick 
than before. 


Hungary 
Danube blues 


FROM OUR CENTRAL EUROPE CORRESPONDENT 





Hungarians, who are famous for their 
ability to see the dark side, have managed 
to slip into even deeper gloom than usual. 
They are worried both about their econo- 
my and about who will take over from the 
man who has led them for the past 30 
years, Mr Janos Kadar. 

Hungary’s net hard-currency debt, 
which is bigger per person than even 
Poland’s, has risen by $2.4 billion to $7.4 
billion this year, according to the official 
figures. Drought has affected the farms, 
on whose produce Hungary relies for 
much of its hard-currency earnings, and 
the movements in world prices have not 
been kind to Hungary’s terms of trade. A 
special meeting of the communist party’s 
Central Committee on November 19th- 
20th was supposed to produce a coherent 
programme for economic recovery. In the 
event, it seemed to produce just more 
argument. The indecision reflects uncer- 
tainty not only about how to tackle the 
economy but also about the sort of lead- 
ership Hungary will have once Mr Kadar 
steps aside. 

Mr Kadar is not yet ready to give up his 
power. Western journalists who were 
invited to a press conference in Budapest 
at the end of the Central Committee 
meeting were disappointed at not being 
given a new leadership list. “We need a 
programme before we have personnel 
changes", said Mr Janos Berecz, the 
Central Committee’s secretary for ideolo- 
gy. "Don't expect Mr Kadar to give up 
the leadership of the party until he has 
put his own man securely in place," said 
another senior party member. 

In fact, Mr Kadar already has a deputy. 
The rather colourless Mr Karoly Nemeth 
was appointed to this new position at last 
year's party congress, to take some of the 
weight off Mr Kadar's shoulders. But few 
Hungarians believe he is a serious candi- 
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Grosz seems to have a thirst for power 


date for the top job, partly because of his 
age (he will be 64 in December) but also 
because Russias Mr Gorbachev may 
think he is too much in the fuddy-duddy 
Chernenko mould. Mr Nemeth's greatest 
advantage is that he is underestimated, 
and has few enemies. 

Among the other contenders is Mr 
Karoly Grosz, a Politburo member and 
the party boss in Budapest. During the 
1956 uprising he dodged around Buda- 
pest giving bread to frightened party 
members hiding in cellars because they 
were afraid they would be strung up by 
the rebels. He gained a reputation for 
toughness and efficiency while in charge 
of the party in Borsod county, before his 


Oh yes you can 


The pantomime season has come early in 
Romania. The cast was all Romanians 
aged 14 and over—well, 99.99% of 
them, to be precise. According to the 
official report, four out of the 1.6m 
people in the 14-18 age group, and 224 of 
the 16m older citizens, decided not to 
take part in the show. But all the rest 
supposedly voted "yes" on November 
23rd in a reffrendum which asked 
whether they would like Romania’s de- 
fence spending to be cut by 5%. 

The Romanian leadership has not in 
the past found it necessary to ask any- 
body's permission before cutting defence 
spending. This time, the Romanian par- 
liament had already rubber-stamped the 
cut a month before the referendum, 
which was therefore merely another rub- 
ber stamp, gilbeit one which attracted a 
bit of publicity. 





promotion to his prestigious Budapest 
job in late 1984. The 56-year-old Mr 
Grosz is a no-nonsense apparatchik who 
believes that workers' rights come first 
but is not so foolish as to oppose all 
economic reform. His impatience with 
liberal intellectuals and his dry, orthodox 
speeches have not made him popular with 
many Hungarians, but he is a force to be 
reckoned with. 

The Mr Berecz who advised journalists 
not to expect change too soon would also 
like the job. He too is 56, and considers 
himself popular. First, however, he will 
have to get himself elected to the Politbu- 
ro. He was a skilful editor of the party 
daily Nepszabadsag, but since his promo- 


According to President Nicolae 
Ceausescu, the reduction in spending 
will mean 10,000 fewer people in Roma- 
nias armed forces (which now have 
190,000), and some cuts in the numbers 
of tanks, fighter aircraft, helicopters and 
the like. This will make little difference 
to an army which does not take part in 
Warsaw pact manoeuvres, has no “ene- 
my" on its borders, and spends much of 
its time digging roads or potatoes. 

By introducing the possibility of hold- 
ing referendums, the first communist 
country to do so, Romania is not turning 
into a Switzerland. But nor was last 
week's elaborate performance just for 
show. President Ceausescu has estab- 
lished his right to “consult the people"— 
and hence, in theory, to bypass the 
Communist party and the Russians—on 
measures which he deems to be of partic- 
ular importance. One such matter might 
conceivably be the choice of his own 
successor. 
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tion to culture-cum-ideology supremo he 
has become something of a meddler. His 
television documentaries on the 1956 
"counter-revolution", as he calls it, have 
made many people tire of his rather 
hectoring approach. 

If a younger man were to get the job, it 
would probably be 44-year-old Mr Laszlo 
Marothy. He became a Politburo mem- 
ber at the tender age of 33, and was 
running the party in Budapest by the time 
he was 38—though handing over that job 
to Mr Grosz and becoming a deputy 
prime minister may have been a half-step 
backwards. '*He's a moderate and a prag- 
matist", is how one Hungarian official 
describes him. Those awful words make 
him sound dully unimaginative. But his- 
tory has made the Hungarians disinclined 
to take risks—except in untypical mo- 
ments like 1956, which then tend to 
reinforce their wariness. 


EEC summit 


Why the silence? 


FROM OUR BRUSSELS CORRESPONDENT 





The issue which is likely to dominate the 
EEC's affairs in the year ahead—its immi- 
nent cash crisis—will barely get a mention 
at the London summit on December 5th- 
6th. The summit is the high point of 


Don't call us 


FROM OUR BRUSSELS CORRESPONDENT 


The EEC has ducked out of its commit- 
ment to open its frontiers to Turkish 
migrant workers from December Ist. 
Given the current level of joblessness in 
the Community (11% of the working 
population), and the fact that nearly 2m 
Turks already live there, the decision 
was hardly unexpected. The real ques- 
tion was how much the Twelve were 
ready to pay to buy Turkey off. The 
answer, given by the EEC's foreign minis- 
ters on November 24th, was dismayingly 
little. 

The ministers decided that their com- 
mitment, part of the 1963 treaty linking 
Turkey to the Community, was not legal- 
ly binding and that anyway Turkey had 
failed to respect many of its own commit- 
ments, especially on opening its market 
to EEC goods. The most now on offer to 
Turkey is that life should be made a little 
better for Turks already in the Commu- 
nity—by improving their access to social 
security and pensions, and by making it 
easier for them to bring in members of 
their family and to move from one EEC 
country to another. If one day the Com- 
munity does need more migrant labour, 
Turks will be especially welcome, Even 
these woolly promises were too much for 
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Britain’s six-month stint as EEC president, 
and in setting the agenda Mrs Thatcher 
has two priorities. One is to get a formal 
commitment from her partners to a joint 
fight against terrorism in Western Eu- 
rope. The other is to give new impetus to 
the sadly delayed programme for a really 
free market within the Community by 
1992. For once, Mrs Thatcher seems 
reluctant to tackle the even harder issue, 
the budget, head-on. 

Next year’s budget (still to be approved 
by the European Parliament) has com- 
mitted its last ecu, plus a couple of billion 
it does not have, to cosseting the Commu- 
nity's 11m farmers. Why is this not the 
main item on the summit's agenda? The 
official reason is that the European Com- 
mission has not yet come up with its 
option paper for leaders to discuss. The 
real reason is that, while all accept the 
need for budgetary reform, the main 
countries which can force a change are in 
no hurry to do so. 

Three  countries—West Germany, 
France and Britain—dominate decision- 
taking in the Community. Even the sys- 
tem of majority voting, already in place 
for budget-setting, allows them to sit on 
any new proposals not to their taste, such 
as cuts in farm subsidies. Farmers in 
France and West Germany benefit hand- 
somely from the Community's hand-outs 
(though both countries are net contribu- 


Greece, Turkey's unloving neighbour, 
which says it thinks its security could be 
put at risk 

Turkey is expected to reject the Com- 
munity's proposal and demand some- 
thing much better. It is unlikely to get it. 
Some EEC governments still consider 
Turkish democracy to be on probation. 
Earlier this month the European Parlia- 
ment blocked 67m ecus ($69m) of finan- 
cial aid for Turkey in 1987, though the 
Council of Ministers will probably over- 
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tors to the total EEC budget). With a 
general election less than two months 
away, this is no time for a West German 
government to be upsetting Bavarian 
farmers. Britain, with a built-in rebate on 
part of its contribution to the EEC budget, 
no longer worries as it used to about ecus 
down the drain. So the big three find it 
easiest to go on muddling through. 

The common agricultural policy (CAP) 
is not just an invitation to Mediterranean 
farmers to grow fruit nobody will eat. It is 
much more a welfare project for the lucky 
farmers of Europe’s temperate north. 
They get three CAP ecus for every one 
doled out to southern peasants. Luckiest 
of all are northern Europe’s beef and 
dairy farmers, along with the cereal and 
sugar barons in the Paris basin and East 
Anglia. No Italian or Greek butter goes 
to Russia at knock-down prices subsi- 
dised from the Community's budget. The 
stuff comes from cold stores in France, 
West Germany, Britain, Ireland and the 
Benelux countries. 

The northern bias of the CAP was recog- 
nised by the EEC's founding fathers, who 
tried to compensate for it by creating 
social and regional development funds for 
the poor south. But West Germany, 
France and Britain block new cash for 
these programmes. Why? Because, with 
agriculture costing too much, the Com- 
munity cannot afford it. 






ride the parliament. 

A separate deal offered by West Ger- 
many (where nearly three-quarters of 
the EEC's Turks live) would provide 
$350m in military and civil aid. The hope 
in Brussels is that this will buy time. It 
may. But the Community will not be 
able to forget about Turkey for long. 
The signs are that Turkey will put in an 
application for full EEC membership be- 
fore its next general election, which is 
due in 1988. 


$ 1 ji ai i 

i AMAA Y, 

"3 En i i} : t 
TP P 


B: 
P 




















h " 
> 
ç 
» 
E nd 
à 


















THE ECONOMIST NOVEMBER 29 1986 


November 29, 1986 
Managers responsible for Latin American business 


Business Latin America 


foür January i issues of Business Latin America o an free an 
obligation to subscribe. 


What's in "Super- January" for You? 


If you need weekly practical business information to help you manage La 7 
American operations, here's your opportunity tosamplethebest. ^. 


You'll find out how Business Latin America prepares you to act astutel 

a fast-changing region, sorts out the bottom-line impacts of new 
developments on your business, and assists you in formulating profitable 
approaches to specific markets and industries undergoing change. 


Here are some of the exciting features and articles coming in January to 
show you what we mean: 


Special New Year Report. What should you expect from Latin American markets i | 
1987? What management issues will command most of your time? The New Ye 
Report helps you plan ahead with a sense of likely developments. | 


Latin America 1987 Business Calendar. The dates to watch out for in 1987 
political and economic turning points predicted to have an impact on your lo 
business environment, | 


The 1987 Business Outlook for 22 countries. Concise coverage of growth pros 
pects, political outlook, investment, industrial production, labor, prices, money an 
credit, trade and currency. 


fill out and return to: 

Department of Order Fulfiliment 
Business International Corporation 
1 Dag Hammarskjold Plaza 

New York, NY 10017, USA 


Operating Strategies in 
Brazil. A three-part series on 
what companies are doing to 
boost profits and prepare for 
the challenges and opportun- 
ities ahead in post-cruzado T 
Brazil. Please send me a "Free Super-January" four-week trial subscrip- 
tion to Business Latin America. | understand this offer 48: free and 
Doing Debt-Equity Swaps. ; does not obligate me in any way. 
Tips on how to use an inno- 
vative technique which has 
been enthusiastically hailed 
by companies, banks and 


governments. 


Name 
Company 


| A 
What's the Catch? xd 
The only catch is you must 
order before December 
22, 1986. 
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IMI-GENEVA WELCOMES 
ITS MBA CLASS OF 1986/87 
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This highly motivated select group of young men and women 
has been chosen from among several hundred applicants. 
They represent 18 different nationalities. They have outstanding 
educational qualifications from the world's foremost universities 
and have demonstrated leadership capabilities based on an 
average of nine years' work experience. 


They are embarking on a very demanding programme of 
course work, research projects, consulting activities lasting over 
nine months (and they may even find time for some fun in the 


Alps .. .). á 


Upon graduation in May 1987, they will join the élite group of 
managers from which the future leaders of international 
business will emerge. 


MBA Office, 4 chemin de Conches, 1231 Conches-Geneva, Switzerland. Telex 427 452. 
Telephone (Int'l + 4122) 47 11 33. Telefax (Int'l + 4122) 46 44 39. 





International Management Institute, Geneva 


Established in Geneva in 1946, IMI is an independent not-for-profit foundation with a substantial permanent faculty teaching, researching and consulting on all aspects 
of advanced management for multinational companies, governments and international organizations. It provides a comprehensive range of general and functional 
management education programmes. together with seminars on x issues. The MBA degree is awarded jointly by IMI and the University of Geneva 
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BRITAIN 





Turning the screws 


Britain’s prisons suffer from the worst 
restrictive practices of any public service. 
They have long been run for the conve- 
nience of the staff, who insist on short 
basic hours, long overtime, and day-to- 
day control of staffing through their pow- 
erful union, the Prison Officers Associa- 
tion (POA). As a result, prisons are costly 
and inefficient. 

The home secretary, Mr Douglas 
Hurd, is determined to sort out this mess. 
His government is proud of its efforts to 
prevent and punish crime—the Criminal 
Justice Bill now in the Commons is the 
government's fourth big piece of law-and- 
order legislation in this parliament. He is 
irked that part of the law-enforcement 
service is being discredited by inefficiency 
and overcrowding. 

So Mr Hurd, like his Tory predeces- 
sors, is committed to a big prison-building 
programme. He is looking for ways of 
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limiting the number of inmates. He will 
soon be examining examples of private 
prisons abroad, in the hope of privatising 
parts of the service. 

But his most delicate task is to per- 
suade prison staff to end the worst of their 
restrictive practices. Last April, a Home 
Office proposal for reduced manning lev- 
els led to an overtime ban and the worst 
prison riots in British history. Now the 
government is offering prison officers the 
chance to keep fat pay packets in ex- 
change for a thorough overhaul in work- 
ing practices. 

Existing staff would be allowed to con- 
tinue working long hours for up to 
£15,000 a year, but on a standardised 49- 
hour week rather than flexible overtime. 
At present they gross an average of 
£15,000 for 56 hours, an sometimes 
work up to 70 hours for £25,000. Now 
they will also be offered the alternative of 


a basic 39-hour week for just over 
£10,000; few existing officers are expect- 
ed to choose it, but new recruits will be 
forced to do so. 

The prison service would not be made 
significantly cheaper by the proposals; 
the aim is rather to make it more effi- 
cient. A hopelessly outmoded system of 
specifying "essential tasks" and doing 
everything else on overtime will be 
scrapped in favour of group-working on 
the model of American federal prisons, 
where line managers take full responsibil- 
ity for getting the work done with a fixed 
number of officers. 

Britain's prisons suffer from two com- 
peting power bases: that of uniformed 
officers, who are responsible for the day- 
to-day running of a prison; and that of 
governors who may join the service 
straight from university. The government 
now wants to end this, by creating a single 
line of command and promotion from 
governor down to junior officer. One aim 
IS to create a more open promotion sys- 
tem, giving men from the ranks the 
chance to become governors and encour- 
aging them to adopt more professional 
attitudes. Among other changes, monthly 
salary cheques rather than weekly pay 
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e packets will aim to reform their blue- 
. collar attitudes. 

The POA is unlikely to swallow the 

» package whole. The April riots were a 

warning to government not to underrate 

y the union’s power—especially if it be- 

- lieves allegations by the Prison Reform 

— Trust that prison officers not only caused 

.. chaos by banning overtime but actively 
D: encouraged prisoners to riot. 

B . . But the union is ready to negotiate. In 

| recent years its rhetoric has changed: it no 

Be jonger looks simply for the cosiest deal 

- for its members—partly because working 

| b. in Britain's overcrowded prisons has 

- s Stopped being a cosy affair. Officers are 

. experiencing more violence and less co- 

= Operation from prisoners. Assaults on 

— Staff have doubled in 18 months; in some 

= prisons incidents of violence occur almost 

B. So the POA is now converted to 

prison reform. Its biggest public objec- 

Bn tion to the proposed manpower changes is 

— that the reforms will not work as long as 

- the prisons are overstretched. In this it is 


B . right. 


" Locked up in droves 
. Four Britons in every thousand are sent 
oto prison each year—more than in any 
b» T other West European country. Last year 
- there were nearly 50,000 inmates, 7% 
- more than in the previous year. A further 
— rise of 25% is feared by 1994. The Home 
r - Office already spends £750m a year on 
-prisons—almost as much as the govern- 
1 ment spends building motorways and 
trunk roads—and is building 18 new pris- 
—— ons to cope with the increase. This will 
—— pot relieve overcrowding, say critics. The 
= mew work has replaced refurbishment of 
— A existing prisons, some of which has had to 
— be cancelled because there is nowhere to 
~ put inmates while it is under way. Mean- 
2 while 40% of prisoners are sharing single 
cells, and fewer than half have direct 

access to a toilet. 

The series of violent SECUN during 

. 1986 has been blamed by the POA on 
he  understaffing. Actually, the overall staff- 
Y - inmate ratio of more than one to two has 

never been higher—but neither has the 
p: proportion of prisoners in remand jails, 

_ where a lot of staff time is spent escorting 

prisoners to court and back. The Home 

Office has just announced plans to put 
E: statutory limits on how long prisoners can 
= be remanded before they are tried or 
— released on bail. This will help to ease 
— pressure on the system. But only a thor- 

ough review of custodial sentencing could 
— prevent the number of prisoners from 
= continuing to grow apace. 

The government will soon be consider- 
ing an alternative way to relieve itself of 
at least part of this expensive problem. 
Private prisons have been tried success- 
fully in some American states and are 


b 


being proposed in France. The home 
affairs select committee of the House of 
Commons will shortly report on the pros- 
pects for introducing them in Britain. 
America’s private prisons are run more 
cheaply than its public ones, and some 
claim that they are better at integrating 


Higher education 


prisoners back into the community on 
release. Ministers like the idea of giving 
them a try. If negotiations with the prison 
officers fail, and new conditions are im- 
posed without their consent, privatisation 
could also serve as one extra weapon to 
help break the POA’s power. 





More students, please 


Students admitted to British universities 
have always been taught to feel privileged 
and grateful. These days it is the universi- 
ties themselves which are grateful if they 
can find enough high-calibre school leav- 
ers to fill places on some of their more 
technical courses. During the next de- 
cade, as the small number of babies born 
in the late 1970s come of age, the number 
of 18-year-olds will fall by a third. 

When Sir Keith Joseph was education 
secretary, he saw these figures as an 
excuse for future cuts in places. His 
successor, Mr Kenneth Baker, has turned 
the tables. By publishing new forecasts 
which include a relatively optimistic pro- 
jection of demand if take-up of places can 
be increased, he has put the pressure on 
schools to produce more suitable candi- 
dates, and on universities and polytech- 
nics to attract them. He has promised that 
no university will close, given them a little 
extra money (too little, universities pre- 
dictably moan) and brought a clutch of 
programmes into schools to broaden the 
range of pupils likely to continue in 
education, 

Over the past five years, the bodies that 
pay for universities (the University 
Grants Committee) and for polytechnics 
(the National Advisory Body) have used 





Suddenly, he's wanted 


their cash to increase undergraduate 
places in science subjects, at the expense 
of those in arts and humanities. But 
neither student demand nor teaching sup- 
ply can simply be dictated from the cen- 
tre. The University of Leeds created 
three new engineering chairs in 1981; so 
far it has managed to fill only one, by 
internal promotion. 

The shortage of scientifically qualified 
academics is no mystery: graduates can 
usually get starting salaries in industry as 
high as they could ever hope to earn as 
lecturers. Leeds has also had to leave 
many of its new engineering places emp- 
ty, for want of applicants with the right A- 
levels. And even those sixth-formers who 
are inclined to take maths or physics A- 
level are often handicapped by the dire 
shortage of qualified schoolteachers in 
these subjects. 

One possible way to break this circle is 
by lowering the standards required to 
study certain subjects at university. That 
could be a dangerous precedent, and 
some of the more technically oriented 
universities which suffered grant cuts in 
1981 believe that they were being pun- 
ished for letting standards slip. The Uni- 
versity Grants Committee announced this 
week that it would not in future penalise 
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iter-Continental Equipment Group manages 
liner fleets for investment trusts, companies and 
j th a value in excess of 


P US$ 30 million. By owning a container 


 Costing from as little as US$2200 (or 
equivalent) you too can participate. 


end off the coupon below for our 
- brochure which fully explains this 


simple high income investment. 


Please send me details of the Inter-Continental Equipment 
Investment Plan. 


‘Name 


.C.E. Marketing A.G. CH-4011 BASEL Switzerland. 
Tel: Switzerland 061 540 353. Telex: 965593 - 


- pane m - 


TX ceste IE : : etico Feb ‘ 
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If you have sterling funds to invest, find out ab 
sterling Money Account managed by offshore bank: 
| Tyndall & Co (Isle of Man) Ltd. - SON. 


You earn high interest (t e result of Ty 
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muscle in the money market) and enjoy the convenience 


instant access to your funds, and payment of large E 
(minimum cheque £250). The account can also be t 
standing orders. 
Investment is in UK ban 
building societies. Interest is credi 
the interest itself earning interest to 


ofa cheque book for all normal banking services, includ 


ig 


return (currently 10.78%). Post the coupon for details. 


[ Tyndall & Co. (Isle of Man) Ltd, Dept. 
PO Box 62, Tyndall House, Kensington Rd, Doug 

Isle of Man, U.K. Tel: (0624) 29201. Telex: 628732. 
* ease send me details of Tyndall Money 


|| Accounts. Sterling). US Dollar(3 


Name 
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* Rate at time of going to pre 









umor T £686.5 m ^h 
Pretax profit’ = £S91m — up21* > 






bs . Earnings per share 15.4p up 22%* 
Dividend 5 p up 2596* 


Tagairt comparable 6 months 





























On top of à compound 

i growth of 18% in camings 
per share for the last 5 years, 
we're happy to report a 22% 


increase for the first 





half of this year — once again 


demontrating the success 













of our strategy. 
. Notonly have we achieved further organic growth, even in mature indust- | HE 
ries, but we have proved our ability to make acquisitions without diluting our eamings. o = 


Ni 


In the first 9 months of our financial year we have acd 





businesses, all of them perfect fits with our existing activitie s. Wi 
way to creating à world leader in support RETVICES, with the pot ntia & 

truc long-term growth. | | 
|. Fora copy of our half year results usc our toll-free shareholder and ina 
n “employe R informationline 0800 288 6 29. oF Kenley Christopher Legge PE " is : Mh Le pig he 
BET Public Limited Com pany, Stratton House, Piccadilly, London WIX 6AS. : l $ le 
Meanwhile, talking of support services, when you sce the new § onn [T 
movie, remember it was a BET Plant Services i 


crane that gave him a lift 
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The PSBR has been at the heart of Brit- 





ain's fiscal policy for ten years. It repre- 
sents the total amount that the govern- 
ment must finance either by borrowing 
from the non-bank private sector or by 
printing money. In order to try to control 
_ the money supply, the government de- 
cided it had first to set a goal for its 
borrowing needs. 

-As targets for money-supply growth 
have been overshot or abandoned, the 
PSBR has become more important in its 
own right. In an effort to reassure the 
City that his economic policy remains on 
course, the chancellor of the exchequer, 
Mr Nigel Lawson, said that the extra 
"spending plans in his autumn statement 
. will not add a penny to the PSBR. To this, 
the City might. retort, so what? 

. A good measure of the budget deficit 
needs to answer three questions. How 
much demand is the government pump- 
ing into the economy? How sound is the 
government's longer-term financial posi- 
tion? And how much strain is its borrow- 
ing placing on financial markets? The 
IR fails on all three counts. 

The PSBR varies automatically with the 
conomic cycle: tax revenues rise during 
- |. the recession and shrink in the recovery. 

J} So it does not record clearly the impact 

- -of discretionary changes in policy. 

@ The PSBR does not draw a distinction 

between borrowing used to finance pro- 

ductive capital investment and borrow- 
ing simply to cover current spending on, 
say, policemen's pay. And it ignores the 
mpact of inflation, which erodes the real 
alue of government debt in private 
hands. This "inflation tax" should be 
stripped from the crude deficit to reveal 
. the underlying fiscal stance. 

@ Under the Treasury's bizarre account- 
ing rules, the sale of nationalised indus- 
tries and council houses counts as reduc- 
ing the PSBR even though its effect on the 
financial markets is virtually identical to 
selling gilts. 

Probably the best off-the-peg alterna- 
tive to the PSBR is the public sector 
financial deficit (PSFD). This is the bal- 
ance between public receipts and expen- 
diture (current and capital). There are 
two main ways in which it differs from 
the PSBR. First, it excludes asset sales. 
Second, the PSFD records transactions 



























records them when the cash changes 
hands. In the 1984 budget, for example, 
the government accelerated the payment 
of VAT on imports. That sleight of hand 
cut the PSBR, but would have left the 
PSFD unaffected. 

An analysis of the PSFD in the Thatcher 
years confirms that the government’s 


| when they actually fall due; the PSBR_ 


| The governmen main measure of its financial deficit, the public sector 
ement, no longer serves its original purpose. it should be 


fiscal policy has been less tough than it 
pretends. While the PSBR has fallen from 
£10 billion in 1979-80 to a planned. £7 
billion this financial year, the PSFD has 
risen from £8 billion to £12 billion. Some 
City analysts reckon that the PsFD could 
hit £15 billion next year if Mr Lawson 
presses ahead with his tax cuts. That 


would be equivalent to 4% of GDP— 


exactly the same as Mrs Thatcher inher- 


_ ited in 1979. 


If the PSFD is adjusted for the econom- 
ic cycle and for inflation, it gives a useful 
guide to changes in the government’s 
fiscal stance. But it would be foolish to 
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requirement 


1979-80 
Source: CSO 
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adopt an inflation-adjusted deficit as a 
target, because this might be taken as a 
willingness to accommodate inflation. In 
any case, the cyclical adjustment is con- 
tentious. For example, it requires a guess 
at the economy's trend rate of growth. 
Even if there is a strong case for allowing 
the PSFD to rise during a recession, the 
extra borrowing still has to be financed. 


Markets are unlikely to be impressed by - 


the fact that a hypothetical adjusted 
deficit remains flat. 


The balance sheet 

The PSFD represents the net addition to 
the public sector’s debt. But it would be 
a short-sighted company that looked 
only at its liabilities without any regard 
for its assets on the gther side of the 
balance sheet. What matters is a compa- 
ny's net worth——ie, its assets less its 
liabilities. Likewise, say some people, a 
government needs to consider whether 
borrowing is being used to add to the 
public sector's capital stock—to build 
more roads and sewers—or simply for 
consumption. The PSFD therefore needs 
to be augmented by a public sector 
balance sheet. 


If higher borrowing is is usi to finance 


productive investment, then the public 


ness 


sector's net worth remains intact. I 


duction line in order to pay: 


. renewable asset; 
gone tomorrow. Therefore i 
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accounts (including 

charges) must be balanced. $ 
A public balance sheet would quickly 

ure the Cantatas 5 tricks for “cut- 


depreci ion 


the privatisation of natio 
tries should be used to. 
Instead the government is usi 
to cut taxes or pay policeme 
imprudent as a company 


This approach can be € 
treatment of oil revenues. On 
it is here toda 


wrong to consume all the re 
leaving nothing for future ge rati 
Today’s taxpayers should consum 
part of the revenues and use the res 
repay debt, so that when the oil runs dr 
future generations will be able to en 
the benefit of lower interest payme. 
A public sector balance shee 
attractive in theory, would pre: 
of valuation problems. For exam 
what value should be placed on 
making coal mines or Concorde? 
what rate should motorways be depr 


investment, 
capital? 
The Americans, who have al 
considering capital budg 
come up with another bi. 
page 36). An accountant's 
says that if the federal bud 
treated in commercial balan 
terms, it ought to take accour 
funded future liabilities to, for 
Rd and cure 


since it adds to hi 


ernment is using resources es prudent. A 
proper audit of the government's. ac 
counts during the past few years 
make an accountant pale. The f. 
of public assets and the blowing oi 
Sea oil revenues has reduced the pu 
sector's net worth. Mrs Thatcher's go 
ernment is fond of telling businessn 
how they should manage their aff 
perhaps it is time for ministers to lea 
how to manage their own accounts. — 

























students i in |! higher sdücaiion‘ (projections): 






"assuming present rate 
Mf take-up of places 966 











































$ and ene students wlio.: were 
peering becoming schoolteachers. 


eaching, while at the same time 
g to relieve the shortage of science 
maths teachers directly, was the sub- 
a recent experiment in Pimlico in 
| London: science and maths un- 
duates from London University 
nlisted to help out as tutors in local 
Most of them were considering a 
ng career and two-thirds of these 
at the tutoring helped them make 
choice; twice as many were favoura- 
impressed as were put off. 

‘he government's new, optimistic pro- 
Hon (see chart) assumes that total 
dent numbers in the 1990s will barely 
below their 1986 level. That will not 
realised through piecemeal incentive 
mes. It will depend on a significant 
rease in take-up of places by two 
ups: adults studying part-time and 18- 
ar-olds who do not fit into the conven- 
ial A-level mould. 

| growing number of adults are return- 
g to education at all levels—but not 
ause of any concerted government 
ogramme to help them do so. At Birk- 
k College, London, students work 
hard for undergraduate and postgraduate 
degrees in the evenings while earning 
heir living and their fees during the 
daytime. This year the UGC reduced the 
amount of grant paid to universities for 
ich part-time place, and Birkbeck was 
eatened with immediate bankruptcy. 
rlier this month the college was given a 








nk of grant next year, but the UGC has 
ed to revise the formula for support- 

rt-time places at Birkbeck or else- 
-in the f future. A Joa eso re- 


"assuming improved rate 750 
of wen Moe text) ) 


rieve and promised a special extra 


i Total population 
aged 18-19 





as a fringe activity. 

Some of the changes needed in second- 
ary schools to get more schoolchildren 
into higher education have already been 
outlined by the government in its 1985 
paper, Better Schools. They include: 

@ The introduction of the more accessible 
GCSE exam at 16 to replace O-levels, and 
e A less specialised exam at 18 to appeal 
to more than the top 15% of academically 
gifted pupils who at present take A-levels. 
Universities have agreed sometimes to 
count this "As-level" as worth half an A- 
level. 

It is not clear whether improved teach- 
ing can increase the number of qualified 
18-year-olds without a change in the A- 
level exam itself. A-levels are graded 
largely on competitive criteria, and high- 
er standards may just push the pass-mark 
up. AS-levels might actually help sharpen 
the divide between academic and voca- 
tional qualifications in the last two years 
of school; working-class children who get 
a good technical education in schools and 
further-education colleges might then not 
consider progressing to a degree. 





Glasgow's housing 


Desperate ills, 
hopeful remedies 


The city's Easterhguse estate has 15,000 
houses. In 1984, over 8,000 people there 
applied to be transferred elsewhere. The 
main income in 60% of households is less 
than £75 a week. Infant mortality is 4j 
times the national average. 

The figures illuminate the largest single 
housing horror-story in northern Europe: 
Glasgow, where the district council owns 


170,000 dwellings, almost 60% of the | 
ical inner-city disaster, on | 
a gigantic scale? No: Easterhouse is on. t 
_ the north-east edge of Glasgow, one of . { 


city's total. Tfj» 


" remote ghettos are worse th 


*Britain T Full-time equivalent 







inner-city 
slums—which Glasgow has. plenty of, too. 

What is to be done? Here comes the 
second difference from the tales of woe 
poured out recently by other British cit- 
ies, Glasgow's story comes from an inde- 
pendent inquiry; and the team, though 
commissioned by the council, slams that 
council’s policies and management alike, 
and suggests a remedy that few other 
Labour-run councils would even put into 
print—get shot of 2596. of the council's 
housing stock to other peo "i E 

The inquiry team, hea 
ert Grieve, a form € 














Board, makes: the Mn | Denies Tt calls 
for £3 billion of capital spending, includ- 
in A SA 6 billion byt the council and another 







web of financial coe that. prevents i: 
local councils keeping even their existing 
stock i in fep so > that bee o Ns : 





report panels a lot fü 
Just why, it asks, a 


houses falling down? Why are ‘tenants so 
critical of the speed and quality of the 
repairs they do get? Not merely because 
central government has tightened the 
screws. The inquiry team argues (as has 
the Audit Commission in Iromo on achat E 









resources a keephig rents. low (about 
£11.50 a week, on average, last year, even - 
after pressure from the Scottish Office). 
This is done to help the poor, not all of 
whom are protected by housing benefit. 
But the inquiry team calls the. Strategy 
"impractical and. unsustainable", gh 
the cumulative effect of poor. se vice 
id a £l S e in: rents. uu E 















This eae not just mean m bigeer ur 

in future; it means that the one-off. repairs 
themselves cost more than. they would if 
done as part of a programme. 

@ The repair service is. ill-structured, ill- 
managed, inefficient. The report argues 
for neighbourhood repair teams, respon- - 


sible for—and, which is what matters, 
responsive to—perhaps 500-1,500 houses 
jon a System. ‘ 
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Your MBA at the 
Rotterdam School of Mai a 


The Rotterdam School of Management of the E 
mus University is a leading academic institution for 


CH-7514 Sils-Maria (Engadine / Seea management education in Europe. 


Phone: 01041-82- 4 5331 . Tx. 74 444 i The school offers a two noe aa oa da Sh selh a 
General Management in the English language leading to the 
Personally managed by the owners degree Master of Business Administration. The program re- 


R. Kienberger, F. Dietrich & Family | quires a full time involvement for two years. 
| If you consider yourself a talented graduate in engineering. 
An extraordinary hotel with turn-of-the-century charms | | natural Sciences, social science, law or arts (work experience 


and modern day comfort, beautifully located among is recommended) and if you're interested in an international 
the mountains and lakes of the Engadine Valley. | career, fil in the form for more information. 


4 * Marvellous possibilities for hiking and excursions- 
E * Indoor swimming pool-4 tennis courts (1 covered)- 
: * Children's nursery. 

* Summer season from June 7th until Oct. 19th 


From our visitor's book: | =< -— — TRE UA UE RE ru cotum NE * meet wen 
TT dela “tg 2 ce some wee — 
Since then our visits have been | ~ Please send a brochure of the International MBA pr 


the high - spots of our lives." General Management of the Rotterdam Schoo 
ment/interfaculteit Bedrüfskunde. 


A, 


Nationality: 


[DUM aeRO ree LL Oe eT itc 


Send it to Erasmus University Rotterdam Scho 
Management - Attn, Anita Noordzij - Burg. Oudiaa 
3062 PA Rotterdam, The 
Phone: 31 - (0)10. 


One of the most successful [iT i, Guaranteed Sh: 

futures funds in the world * JANUARY 1994 * — 
Mint Guaranteed Ltd. offers the potential 
rewards of trading in futures together with 
guaranteed return of your invested cap 
subscription period for the new issue o 


(January 1994) is open until 30th Janu 
1987. ; 


€ Management experience allied to two » centuries wt 
of trading E 


@ US Dollar based 


@ As leading international publications have said: 
"Also among 1984's top 10 was MINT Ltd. which 
showed a 31.496 gain"; "The best performer . Over. 
this two year period was the MINT Fund..." 
(1985); "Number one in the offshore listis —— 
MINT Ltd. which put on 3396 last year" {f 986). 


ED&F Man international Ltd., Investments Division, ied 
Licensed Dealers in Securities 

Sugar Quay, Lower Thames Street, London EC2R 6DU. 
Tet: 01-626 8788 Telex goo. EDFMAN se 


i For further details on Mint Guaranteed Ltd. ES sond me. 4 
the prospectus of Mint Guaranteed January 1994 Shares, . Dill = 


Now the guaranteed return of your | ass 
capital creates an investment 
opportunity you can’t afford to ignore I 


3 deposit w with Mint Guaranteed Ltd. Applications for shares us 
in terms of the prospectus dated 6th October 1986. I Please telephone me if necessary on 


Address 









Austin Friars, London ECZ. 
Office development with a total 
vea of 55,000 sg. Rt. 

letto kiram, Grenfell. 






gts completion 
autumn I987. 
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(Year ended 30th September, 1986) 





198 
£'m 










Gross rents and other income 162.3 











| Profit before taxation 98.4 
| Taxation 19.1 
Profit attributable to 
ordinary shareholders 39.2 
Earnings per ordinary share 16.3p 
Net dividends per share 11.5p 






Net assets per share diluted 











. C The UK development programme, 
currently in excess of £500m, has 






In - up e ipia a operties e li ; 
to be substantially fully let. | 









£l Our: po i y is to develop properties 
and expand our investments, worth 
. £1 billion in the 












r-service ethic". | 
5 cam offers one much more radical 
- Way to improve Glasgow's council hous- 
ig: get rid of it, to housing associations, 
operatives (much publicised in Glas- 
gow, but still few and small), other new 
local agencies, developers and private 
. Owners. Over ten years, the team sug- 
gests, up to a quarter of the council 
- housing could be transferred this way; in 
the outer estates (said to need a special 
 £250m improvement package of their 
own) up to half could go. This would both 
widen tenant choice and help the council 
improve the repair and management of 
what it kept. Mostly for housing associa- 
< tions, the transfer would also needs lots of 
'ntral-government money. 
e report, with its call for heavy 
ding, will get little joy from the 
ish Office, though not the blank 























ehall. The main interest lies in the 
Bre ption the report will get within Glas- 
. gow's ruling Labour group. Nationally, 
. Labour has cast off the mega-socialism of 
the past. Vast council empires like Glas- 
gow's are a relic of those bygone days. 
Will the council, admirably brave in pub- 
lishing this critical report, be braver still 

act on it? 









V orld $ S f ervice television 
ondon beaming 


dt od the BBC's home output were like 
the World Service, say its critics, it would 
be worth paying for. They will soon have 
. à chance to prove their sincerity. The 
-Beeb's external (foreign) broadcasting 
- division wants to diversify from radio into 
ision—and it wants the government 
foot the bill. 
The division's boss, Mr John Tusa, has 
| asked his paymaster, the Foreign Office, 
>to consider a new idea: letting him make a 
~ few half-hour current-affairs bulletins a 
day for export. It would cost £9.2m for 
the first year, which includes £1.4m of 
‘capital costs. Less after that, because the 
output could be sold—perhaps for £2m in 
-the second year, maybe even more in the 
third. 
“BBC World News", as it would be 
"called, is different from radio's World 
. Service in one crucial respect. Television, 
-unlike radio, cannot now be received 
anywhere but locally. Most viewers can 
une in only if their local television sta- 
tion—and therefore their government— 
wants them to. Stations that do will get 
he news by satellite from the BBC, and 
vill retransmit it normally. 
Some countries could afford royalties. 
thers: would not even ibe able to pay the 
ihe n 
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that English cities expect from 


 ernment to see the idea as a tool of 


cultural diplomacy like the World Service 
and the existing foreign language broad- 
casts—both directly paid for by the For- 
eign Office, not from the licence fee that 
finances the corporation's home services. 
Places that now jam BBC radio broad- 
casts—like Russia, and the occasional 
Middle East state—would not be keen 
customers. But there could be markets in 





America, Europe, Australia and Asia. 
Mr David Nicholas, the editor of Inde- 
pendent Television News, thinks British 
“transnational” telly should pay for itself 
with advertisements. And if not, his firm 
should be allowed to tender against the 
BBC. If ITN can turn out an hour's news on 
Channel 4 for £10m a year, surely it could 
manage world news for less? Mr Tusa 
argues that he has two advantages. First, 
he knows the market: the World Service 
already has 25m listeners, and the for- 
eign-language broadcasts another 100m. 
Second, he will be able to borrow BBC 
television equipment during slack time at 
night, and hire the services of the Beeb's 


Fifty years back, the then Prince of 
Wales was worried by unemployment. 
Today's prince, a more serious man than 
his great-uncle, is worried about inner 
cities. This weeke Prince Charles 
launched an ambitious trust to do some- 
thing about them. 

True to his times, the prince reckons 
large and ugly problems need small.is- 
beautiful solutions. He launched his ven- 
ture at what might have been a modest, 
barely noticed, conference called Build- 
ing Communities. But with royal approv- 
al, and sponsorship from council-estate 
developers Regalian Properties plc, it 
spread in all directions, i 
city. Amid the hubbub of nearly 50 





Right royal enterprise 


a Victorian. 


dents. 




















































for emptors - i 


If votweueune is to be the theme d o 
parliamentary session, a bill to pr 
consumers ought to be just the tl 
warm electors' hearts. Legislation. 
among other things, tries to prev 
dren being hurt by their toy: 
fault. Yet the Consumer Prot 
which is soon to start its second rea 
the House of Lords, looks like 
rather rougher passage throu I 
ment than the government. mig 
hoped. | 

It tackles three main areas: 
liability, which makes manuf: 
ble for the safety of their prod 
nal sanctions to prevent unsa 
ever reaching the shelves; : 
laws on AERA pricing: : 

















speakers, workshops, exhibition: 5 
eos, even a disco, the 1 ig | 
people are better at shaping their envi- 
ronment than outside professionals and 
providers are. a 
To help people do it, the prince, his 
favourite architect, Mr Rod Hackney, 
and other distinguished. friends, not 
Lord Scarman (of Brixton, as you m 
put it), have set up the Inner City T 
They hope it will raise “tens of milli 
which will go as seed-corn to help 
tary organisations and commu 
groups develop or buy in their own 
professional skills, draw up their own 
schemes, attract other private and public 
moneys and thus POYA for garde i 
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BRITAIN 


The most exclusive supporters’ club in 
the world must surely be the Glynde- 
bourne Festival Society. There are 6,500 
names on its waiting-list, but member- 
ship has only one real benefit: the right, 
in return for £37.50 a year, to buy tickets 
to a summer festival held at a private 
opera-house in Sussex. 

So popular is the Glyndebourne festi- 
val that after the individual and corpo- 
rate members have bought their share, 
only 12% of the tickets are left. And 
those are in hot demand: one London 
agency was asking £300 a seat for this 
year's “Porgy and Bess". Membership is 
the surest way of getting tickets. There's 
one snag, though: to be admitted this 
year, you had to join the queue in 1978. 

So does this mean that those who want 
to motor down to the country for the 
opera, and gorge themselves in the inter- 
val from wicker picnic-hampers on the 
lawn, must hang up their dinner jackets 
until 1994? 

Perhaps not. Before then, Glynde- 
bourne's allures might be imitated by à 
rival. The 21st Lord Willoughby de 
Broke is hatching a plan with Mr Chris- 
topher Buxton, a property developer, to 
build an opera-house in Warwickshire. 

In 1984, Mr Buxton bought the 117- 
acre Willoughby estate near Stratford- 
upon-Avon for £515,000. The house, 
Compton Verney, was begun in 1714 and 
later altered by Robert Adam; its stables 
are by Gibbs, its chapel and landscaped 
garden by Capability Brown. All the 
buildings are listed Grade I. Stratford 
council permitting, Mr Buxton proposes 
to turn the chapel into a small concert- 
hall, and the main house into an hotel. 


consumer lobby is, in general, delighted 
with the bill, it is fuming at the way the 
bill treats product liability. 

Designed to comply with an EEC direc- 
tive, this section allows people to claim 
compensation from manufacturers if they 
have been harmed by a defective product. 
All the consumer has to prove under the 
new law is that there was a defect and that 
the defect caused the damage. Under 
present law, the injured party has to 
prove that the manufacturer was negli- 
gent in allowing the defect to happen. 

So far, so good for the consumer. But 
producers have a let-out if they can show 
that, given the state of scientific knowl- 
edge at the time the product was de- 
signed, they could not have foreseen the 
problem. This “development risks" de- 
fence, according to the Pearson Royal 
Commission which investigated personal 
injury compensation in the 1970s, would 
"leave a gap in the compensation cover, 
through which, for example, the victims 
of another thalidomide disaster might 
easily slip". Thalidomide was the drug 


60 


A night at the opera, full board 
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So far, so good. The exciting bit—not 
yet mentioned to Stratford’s planners— 
is an idea to finish the ensemble with an 
opera-house. Nothing is yet clear, for the 
feasibility study (carried out by Theatre 
Projects Ltd) only began on November 
4th. But one possible outcome is an 
opera-house seating between 800 and 
1,000 (similar to Glyndebourne, which 
has 831 seats)—and a restaurant-hotel 
run by the Roux brothers, who have 
been approached by a banker-friend of 
Lord Willoughby's, Mr Michael von 
Clemm. Cost? £5m, at a rough guess, to 
build the opera-house, restaurant and 
performers’ dormitories; perhaps anoth- 
er £20m to set up the festival. 





Diva's delight 


which, when given to women in the early 
Stages of pregnancy, caused deformities 
in their babies. 

The problem with development risks is 
that they are nobody’s fault. So the gov- 
ernment has to decide who should bear 
the cost: the individual consumer, the 
manufacturer, or all consumers through 
higher prices which reflect the higher cost 
of insurance cover for the company. The 
Confederation of British Industry ts ada- 
mant that the burden should not fall on 
the producer: if it did, the argument runs, 
fear of damages would stifle innovation 
and make products uninsurable. They 
point to America, where underwriters 
have lost so much money on product- 
liability insurance that they are now loath 
to take on new risks. 

Yet Britain is different. It does not 
have the American system of punitive 
damages, generous juries in civil cases, 
and contingency fees—where lawyers 
take a slice i the compensation if they 
win and nothing if they lose. And even 
though the regime is much stricter there 


The result would kick sand in more 
faces than just Glyndebourne’s: country- 
house hotels like Cliveden, or Mr Ray- 
mond Blanc's Manoir aux Quat’ Saisons, 
would also suffer. Compton Verney's 
advantage will be its location. By early 
1990 the Ma) motorway, with direct Lon- 
don access, will be within 31 miles. And 
Stratford, despite its surfeit of theatre, is 
starved of good music. 

Would the plan make money? With 
the Arts Council strapped for cash, pub- 
lic subsidy is out of the question; so 
income would have to come from spon- 
sorship and ticket sales. Businesses and 
affluent spectators might be persuaded 
to abandon their places in the Glynde- 
bourne queue—but only if the opera is to 
be up to scratch. And that, surely, is the 
difficult part. i 





than it would be in Britain, American 
companies can hardly be accused of a lack 
of innovation. 

Insurance premiums for product liabil- 
ity are now rising sharply, even in Britain, 
because some underwriters have pulled 
out of the market. But insurance compa- 
nies deny that the absence of a develop- 
ment-risks defence in Britain would make 
products uninsurable. Premiums may 
rise, but that cost can be passed on to 
consumers. 

This is what worries the government. 
Faced with a choice between annoying 
consumer groups and making British in- 
dustry less competitive, it has come down 
on the side of business. 

The decision may backfire if a company 
uses the development-risks defence and 
wins. If such a let-out had been used to 
protect Distillers in the thalidomide case, 
the stories of uncompensated limbless 
children would have appalled British vot- 
ers. When it comes to public sympathy, 
people who suffer win more than big 
businesses. 
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Where fairness makes 
everyone complain 


pes British voters would be delighted if the Irish Sea rose up and 
wallowed the troublesome province of Northern Ireland. Opinion polls 
repeatedly show that only a minority wants Ulster to remain within the 
United Kingdom. The latest attempt to resolve Ulster's tribal wars, the 
Anglo-Irish agreement, is a year old. Its achievements have been 
modest. The most that can now be hoped for is that it will buy a 


breathing s 


ce, in which the tribes may at last see that their interest 


lies in learning to live with each other 


Britain has been hoping for a century that 
the problem of Ulster would go away. In 
1884, the British parliament greatly en- 
larged the proportion of men who could 
vote. As that extension included the Brit- 
ish territory of Ireland, the Irish electors 
sent 103 members to Parliament. All but 
18 of them, representing every constitu- 
ency outside the north-eastern counties of 
the island, wanted self-government. The 
first Irish Home Rule bill was debated— 
and defeated—in 1886. 

From then until 1921, every British 
government could be made or broken by 
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the Irish members of Parliament. The 
British were rescued by Lloyd George, 
who in 1921 negotiated the treaty which 
gave 26 Irish counties their indepen- 
dence—leaving as unfinished business the 
six north-eastern counties. They acquired 
their own parliament at Stormont, on the 
outskirts of Belfast, with authority for all 
their domestic affairs. They became, in 
effect, an independent state within the 
United Kingdom, dominated by a Protes- 
tant majority. \ 

Lloyd George’s fudge worked, after a 
fashion, for nearly 50 years; until 1972, 


when, in the face of increasing agitation 
from the province's Catholics, Stormont 
was suspended. Since then, Britain has 
ruled Northern Ireland directly—and re- 
luctantly—because it has found no other 
way to guarantee the civil rights and 
safety of the Catholic population. 

The Anglo-Irish agreement is the latest 
device in 15 years of an increasingly 
desperate search for new ways to recon- 
cile the two communities. The key differ- 
ences between it and its predecessors are: 
@ It is an international treaty between 
two governments, not an arrangement 
within Ulster; 

@ It gives the government of the Repub- 
lic a formal advisory role in the affairs of 
the North; 

e It includes a renunciation by the South 
of its claims to Ulster, claims which are 
still enshrined in the Republic's constitu- 
tion. 

All previous initiatives have foundered 
on the same rock: the refusal of the 
Protestant community to accept ground 
rules that would reassure the Catholics. 
The British government hoped that the 
formal involvement of the Republic 
would increase the confidence of Catho- 
lics in Ulster and so detach support from 
the terrorist IRA and its political wing, 
Sinn Fein; and that the South's readiness 
to give up its claims would mollify the 
Protestants of the North. The first part of 
the policy has had some success. But the 
Protestants view the pact with sour and 
growing despair. 


Nervous winners 
The Ulster politician who worked hardest 
for the agreement is Mr John Hume, 
leader of the moderate nationalist (pro- 
Irish) Social Democratic and Labour par- 
ty (SDLP). Almost alone among Northern 
Ireland’s senior politicians, he knows 
what he wants and yet is implacably 
opposed to terrorism. He dominates his 
party, as no Protestant politician does. 
Unlike almost every other Ulster political 
leader, Mr Hume could be a British (or 
European) politician, more interested in 
social democracy than sectarian strife. 
Together with the Republic's prime 
minister, Dr Garret FitzGerald, Mr 
Hume badgered the British government 
to explore the possibility of a deal: na- 
tionalists on both sides of the border 
would abandon their ancient demands for 
a united Ireland, in the hope of cajoling 
Ulster into some loose political link with 
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E the Republic. Britain, worried by a new 
ri rise in IRA violence, would get more help 
.. with cross-border security. 
= (Once Mrs Thatcher had been won 
— over, she took the task seriously. Negoti- 
ating the agreement took many hours of 
.— work by the permanent secretary to the 
- cabinet, Sir Robert Armstrong. Civil ser- 
— vants in Ulster were firmly kept out of the 
deal until the last possible minute—in- 
= cluding the permanent secretary in the 
— Northern Ireland Office, Mr Kenneth 
. Bloomfield. Mr Bloomfield may be the 
most experienced civil servant in the 
- province; but he is also a Belfast-born 
Protestant. 
The best feature of the agreement, say 
_ its supporters, lies in its first clause, which 
= accepts that “any change in the status of 
Northern Ireland would come about only 
with the consent of a majority of the 
_ people of Northern Ireland." But this, as 
Unionists frequently point out, sits oddly 
beside the Republic's constitution, which 
— still asserts: “The national territory con- 
= sists of the whole island of Ireland, its 
= islands and the territorial seas.” 
: It is hard to see who would gain from 
— such unity. The Republic would acquire a 
= 20% minority of hard-line Protestants, 
- and half a million Catholics who have 
grown used to being able to buy contra- 
. ceptives at Boots. The Republic's unem- 
ployment rate is almost as high as UI- 
ster's; its economy almost as weak. It is 
= much too poor to keep Ulster even in the 
— shabby style which the British taxpayer 
has financed. The Irish government 
would find itself the new target of Mr 
Gerry Adams and the IRA, who see the 
Republic as a hand-me-down relic of 
. colonial capitalism. 
—  . One aim of the agreement was to draw 
~ support away from the IRA and Sinn Fein. 
— Here it has had some success. Sinn Fein 
- has not found it easy to convince its 
— supporters that something which so en- 
rages Protestants is not in Catholic inter- 
ests. Senior SDLP politicians claim that 
some Sinn Fein supporters now feel that 
. talking may, after all, achieve more than 
— violence ever did. Earlier this month, an 
= Opinion poll by Marplan showed a sharp 
. decline in support for Sinn Fein and for 
— the extreme Protestant party, the Demo- 
— — eratic Unionists (DUP). But opinion polls 
= in Ulster are unreliable: people do not 
readily confide their political views to 
strangers. And the poll results conflict 
with the fragmentary evidence of the 
ballot box: a handful of local government 
by-elections last May suggested that Sinn 
Fein had not lost votes to the SDLP. 
Individual sDLP politicians claim that 
$ the agreement has allowed them to get 
things done for the Catholics, in a way 
- which was not previously possible. In 
particular, they have won small changes 
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Humane Hume 
in policing, and in the deployment of 
British soldiers. But they are increasingly 
worried about the British government's 
will to deliver reforms promised a year 
ago. They nervously recite lists of the 
agreement's proposals—for a better po- 
lice complaints procedure, for tougher 
rules on job discrimination, for a bill of 
rights. They know that if the agreement 
fails, Sinn Fein will make sure that the 
SDLP carries the can. 


Ulster's Boers 

If the pact is destroyed, it will be because 
it has failed to win round the Protestants. 
The British find their passionate hostility 
hard to understand. The two political 
parties representing the Protestant vote, 
the DUP and the larger, more moderate, 
Official Unionists party (OUP), have 
failed to present their case to British 
electors. They are now trying harder: 
their leaders are taking a leaf from Mr 
Gerry Adams's book, and addressing 
public meetings in England. But the case 
is not easy to put across. The Unionists 
are demanding that Ulster remain part of 
a Britain that would dearly love to get rid 
of it—and swearing to fight Britain for the 
right to stay. Meanwhile they refuse to 
suggest the sort of power-sharing mecha- 
nism which might reassure Catholics that 
their interests would be protected. 

Only in the context of Israel, or per- 
haps of South Africa, can the attitude of 
Ulster's Protestants be understood. They 
are the descendants of small settlers who 
came from Scotlapd 300 years ago. Their 
myriad churches are sects of uncompro- 
mising Scottish varieties of Protestantism, 
rather than the comfortable middle 
ground of Anglicanism. They are more 
conscious of being a minority of the 
island's inhabitants (1m out of 5m) than 
of being a majority of Ulster's 1}m peo- 
ple. Many of them see their Catholic 
fellow-citizens much as poor Boer farm- 
ers see blacif (indeed, some half-jokingly 
describe Protestants who favour power- 
sharing as ‘‘kaffir-lovers’’). 
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Since the suspension of Stormont, the 
Protestants have felt increasingly belea- 
guered. For the past 15 years, the whole 
thrust of Britain's policy in the province 
has been to improve the position of the 
Catholic minority—in housing, jobs, edu- 
cation and security. Up to now, the cost 
of this to the Protestants has been mainly 
loss of self-esteem. For instance, a new 
Catholic middle-class has emerged, some- 
times better-educated than its Protestant 
neighbours. Because Protestant working- 
class children are more likely to find jobs, 
they are less likely to go to university than 
the children of working-class Catholics. 

The cost to the Protestant majority of 
this drive to improve the Catholics’ lot 
may now increase. At the moment, young 
Catholics are two and a half times more 
likely to be unemployed than young Prot- 
estants, and the British government has 
proposed tougher  anti-discrimination 
laws. But the total number of jobs ins 
Ulster has fallen by 10% in the past five 
years. More jobs for Catholics will mean 
fewer jobs for Protestants. 

Protestants are now experiencing wor- 
rying unemployment for the first time. In 
1971, 14% of Catholics and 6% of Protes- 
tants were out of work; last year, the 
ratios were 25% of Catholics and 13% of 
Protestants. Were it not for the growth of 
jobs in the security services, which are 
largely the preserve of Protestant men, 
the figures would be even higher. 

More sinister, in the eyes of Protes- 
tants, is the population trend. Because 
one-fifth of the province's people refused 
to reveal their religion, the figures in the 
1981 census were incomplete. The best 
guess is that between 38% and 39% of the 
population of Ulster is Catholic. But 
Catholics tend to marry earlier. And the 
Catholic community is much the younger. 
Of the under-15s in the population of 
Ulster in 1981, 46.5% were Catholic. So 
the number of Catholic babies has been: 
gradually approaching the number of 
Protestant ones. 

Until recently, the higher Catholic 
birthrate in the province was offset by 
higher Catholic emigration. But the out- 
flow has dwindled, from a peak of around 
17,000 a year in the troubled 1970s to 
around 3,000-4,000 in recent years. Part 
of the reason is that slower economic 
growth everywhere has shut doors; part is 
that Catholics are better housed than they 
have ever been before, so have less rea- 
son to leave. Catholic emigration may 
well have declined more than Protestant: 
certainly, twice as many Protestant as 
Catholic students go to British universi- 
ties. They rarely return. If present trends 
continue, the Catholic minority will be- 
come Ulster's majority at some point in 
the first half of the next century. 

This prospect adds to the worries of the 
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Ulster Protestants. What is it that they 
fear so much? Partly, they hanker after 
the old days of Stormont, when they ran 
the place and nobody interfered. But they 
argue, too, that in making a treaty with 
the Republic, Britain has given a foreign 
power the right to meddle in their prov- 
ince’s internal affairs. Would Britain 
give, say, Norway a Say in the policing of 
the Shetland Islands? Or accept that 
French judges might help to try British 
citizens brought to trial in Guernsey? 

Behind this resentment lies an assump- 
tion that Britain’s long-term aim is to find 
some way of abandoning Ulster to its 
southern neighbour. That would be a bit 
like abandoning Jews to Arabs. Ulster 
under Stormont was a confessional state: 
“We are a Protestant Parliament for a 
Protestant people,” said its prime minis- 
ter, James Craig, in 1932. The Irish 
Republic is a theocracy, too. The Catho- 
E: church runs the education system, 

revents contraceptives from being gen- 
erally available and insists that abortion is 
illegal. 

Nor will the south, or its church, move 
one inch to reassure the Protestant neigh- 
bours that cohabitation could be bear- 
able. Last June, a proposal to change the 
ban on divorce, inscribed in the constitu- 
tion, was defeated in an Irish referendum 
by a majority of nearly two to one. Even 
Catholic bishops in Ulster privately de- 
plored the result. 


Protestants in limbo 

The political leaders of Ulster's besieged 
majority are the despair of British politi- 
cians. Not one is both willing to discuss a 
solution which might be accepted by the 
Catholics, and capable of swinging ade- 
quate Protestant support behind it. 

The province's largest political party, 
regularly attracting one-third of votes in 

lections, is the Official Unionists, led by 
Mr James Molyneaux: a dry, uncharis- 
matic figure—a sort of non-politician, 
whose idea of avoiding public argument is 
simply to become uncommunicative. Mr 
Molyneaux is 66, and might be expected 
to retire soon; but he is a bachelor, with 
few interests outside politics, and reluc- 
tant to go. In any case, his heir-apparent 
is the uninspiring Rev Martin Smyth, who 
would get the job largely because he is 
Imperial Grand Master of the Orange 
Order, the largest Protestant organisation 
in Ulster. 

The Unionist with whom British politi- 
cians might one day hope to do business, 
Mr Frank Millar, is young (32), and as 
general secretary of the Official Union- 
ists, he is an apparatchik rather than an 
elected politician. 

The leader of the DUP, Mr Ian Paisley, 
has repeatedly won the biggest personal 
electoral majorities in the province. This 
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is his power base. It explains why the 
British, against all the odds, have time 
and again hoped that he is the one man 
who could rally the suppórt of the Protes- 
tants for some deal with the Catholics. 
But Mr Paisley, as a new biography* 
shows, is a man who feels more comfort- 
able opposing and disrupting than playing 
the statesman. 

He is also determined not to be out- 
flanked by his efficient young deputy, Mr 
Peter Robinson, who has turned the DUP 
from a one-man band into a proper or- 
ganisation. Mr Robinson has built up 
close links with the hardest men of Prot- 
estantism: paramilitary groups like the 
Ulster Defence Association (which cam- 
paigned for him successfully in the 1979 
parliamentary election); and the rapidly 


Catholic play-school 


growing Ulster Clubs, which have been a 
focus for the discontents of rural 
Protestants. 


Many pies in many skies 

The Anglo-Irish agreement is, its sup- 
porters emphasise, not a solution, but a 
framework in which progress towards a 
solution might take place. It has, at least, 
forced Unionists to ask themselves more 
urgently than ever before what new ar- 
rangement they could bring themselves to 
accept. There are three options: 

@ Integration is backed by Mr Molyn- 
eaux and enthusiastically advocated by 
Mr Enoch Powell. But it has passionate 
enemies within the OUP. They blocked its 


adoption as party policy E this 


*"Paisley", by Ed Moloney and Andy Pollak. 
Published by Poolbeg, £5.95. 
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month. It would mean treating Ulster just 
like any other part of mainland Britain, 
with its own local government. It would 
formalise direct rule. Catholics would 
hate it because it would give no explicit 
protection of their political rights. The 
British government would never accept it 
either. It is therefore a dead end. 

€ Devolution is the solution British gov- 
ernments have hoped for ever since direct 
rule began. It is the other OUP favourite, 
and the option which DUP leaders claim 
they would discuss, if only the Anglo- 
Irish agreement were suspended. Does 
such rare consensus mean it is a winner? 
No: simply that devolution means vastly 
different things to different people. At 
one extreme (unacceptable to Britain) it 
means a return to Stormont, with a re- 





gional government controlled by the 
Protestant majority; at the other (unac- 
ceptable to many Unionists) a return to 
self-government backed up by a scheme 
of power-sharing, to ensure protection 
for Catholics. 

€ Independence—the Unionist /aager—is 
the solution some Protestants wheel out 
in moments of despair. Now, Mr Robin- 
son is said to be advocating it. To some 
Britons, it appears the tidiest answer. It 
was considered and rejected by Mrs 
Thatcher in 1984, mainly on the ground 
that it offered no protection to the Catho- 
lics of eastern Ulster. Catholics form the 
majority of the population in western 
Ulster (beyond the river Bann), and an 
independent Ulster might concede that 
territory to the Republic. But an even 
larger number of Catholics make up a 
vulnerable minority of the population 
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east of the Bann. In particular, the 47,000 
Catholics of West Belfast would expect a 
pogrom in an independent Ulster. The 
Irish Republic might then acquire the 
equivalent of Palestine refugee camps, 
with the IRA transformed into the Pales- 
tine Liberation Organisation. And the 
middle classes of both communities 
would flee Northern Ireland, rather than 
live in a Paisley-ite state. 


The search for stable instability 

Surveying the first year of the Anglo-Irish 
agreement, British politicians and offi- 
cials in Ulster point to its advantages— 
much-improved cross-border security, 
and support from other countries, partic- 
ularly America. But the tally is small. 
Politicians regret that the combined 
forces of Ulster's lord chief justice and of 


Britain's lord chancellor have defeated 
the one measure which might have given 
Catholics a sense of real benefit—an 
increase from one to three in the number 
of judges sitting in "Diplock" courts, 
where suspected terrorists are tried with- 
out jury (and often convicted simply on 
confessions obtained by the police). 

Over the next year, the agreement 
faces three threats: from Catholic extrem- 
ists in Ulster; from nationalists in the 
Republic; and from Protestants. Hostility 
to the agreement from extreme national- 
ists has not gone away. The IRA's quarrel 
is with the existence of a separate North- 
ern Irish state, not with the way it is run. 
So SDLP politicians badly need signs that 
the agreement is doing the Catholics 
some good. The government hoped to 
drip-feed them with small concessions. 
But it needs to keep concessions in re- 
serve, against the likelihood that next 
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year's election in the Irish Republic will 
be won by the leader of the larger and 
more nationalist of its two main parties, 
Mr Charles Haughey. 

Mr Haughey has criticised the agree- 
ment, and called for renegotiation; but he 
has been careful not to threaten to abro- 
gate an international treaty. Unionists 
hope he will insist that the British govern- 
ment proceed faster with the develop- 
ment of the agreement than it wants, and 
thus force the whole deal to collapse. 
Optimists argue that Mr Haughey is à 
realist, who will see that no Irish govern- 
ment is likely to extract more from Brit- 
ain by any other means. 

The gravest threat comes from Ulster's 
Protestants. Even that threat may be 
containable—for now. True, Protestant 
hostility to the pact has increased, rather 
than tailed away. Among the men who 
pledged support for Mr Paisley's new 
Ulster Resistance force earlier this month 
were some who had not been active in 
Protestant politics since the bitter days of 
the early 1970s. Attacks on the police 
have got worse: on the anniversary of the 
agreement, thugs sent a bomb in a taxi to 
a Belfast police station—an old IRA ploy, 
not previously used by Protestants. 

But the British government has dealt 
with Ulster thuggery before, and won. 
Ministers had been prepared for far more 
initial uproar from Protestants than actu- 
ally erupted. Besides, the mainly Protes- 
tant police force has stood rock-solid, in 
the face of taunts and attacks from its own 
community. 

The Protestants have never in the past 
fought the sort of long, violent campaigns 
which the IRA runs: they have either 
mounted a crippling strike (as in 1974, 
when they toppled the Sunningdale pow- 
er-sharing agreement), or killed random 
Catholics (600 since 1969), or demon- 
strated on the streets in intimidating 
force, sometimes at night, often in Catho- 
lic areas. Now, unemployment will dis- 
courage skilled Protestants from jeopar- 
dising their jobs by striking; and the 
government hopes it can face down 
terrorists. 

The government hopes for something 
more as well. It argues that the ferment of 
debate among Unionists is a welcome sign 
that they are at®last seeing that some 
answer must be devised, and that they 
must play some part in it. British minis- 
ters will wave no sticks at recalcitrant 
Protestants, nor throw them bones. They 
hope that by waiting, for years if need be, 
the Protestants will become more 
constructive. 

Sadly, the odds are that no such thing 
will happen, Politics without power 
breeds a cWrious kind of politician—a 
lobbyist, speaking in the language of 
extremes, rather than someone used to 


trading in compromises, to doing deals. 
No Unionist politician is both willing and 
able to bring his electorate to the bargain- 
ing table. 

That is a recipe for unstable stalemate. 
The agreement may not be dramatically 
abandoned—too many people, including 
Mrs Thatcher, stand to lose too much. 
Rather, it may fade in importance, if the 
level of violence revives. Either way, its 
going will be different from the passing of 
the Sunningdale agreement and its many 
successors. More was hoped for from this 
treaty. It will be a long time before a Tory 
administration is tempted to add yet again 
to the list of failed solutions. 

So what is the outlook? In the short 
run, it is for a bloody muddling on. In the 
longer run, there is a sinister convergence 
of interest among three of the groups in 





Ulster. Catholic extremists have been 
clamouring for years for the British to get 
out of Ulster. A few Protestant extremists 
are starting to demand the same. As they 
perceive the growing size of the Catholic 
population, they will become more des- 
perate to wield their majority before it is 
bred away. The British electorate would 
love to oblige. One day, Parliament 
may argue that Ulster is Ireland's prob- 
lem, and should be left to Ireland to 
resolve. Even if it does not, both com- 
munities in Ulster may decide they 
would prefer to settle their differences 
without Britain as referee. As the pro- 
portion of Catholics rises, it becomes 
more likely that the outcome of such a 
decision—after a probable civil war— 
would be an Ulster linked in some way 
to the Republic. That is not a solution 
many people want now. But it is one 
that could have the tide behind it. 
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Germany boasts the third largest 

economy and fourth largest stock 
` market in the world. 

. The GT Deutschland Fund invests 
exclusively in German equities 
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hare of British students' bank accounts 


Barclays. Bank joined the exodus 
rom South Africa, selling its 40% 
stake in that country’s largest bank to 
: South African business interests. The 
anti-apartheid movement, which 


I. ‘Successfully urged British students to 7 


-boycott Barclays (see chart), claimed 
tas a victory. Playtex, the American 
corset maker, is also withdrawing 
rom South Aírica. 


Smith. New Court, the last big market 
ik r to keep its main dealers on 
floor of the London Stock 
change, is moving them to 
elephones and computer screens. 
-The departure will be delayed until 
‘British Gas is safely privatised. 


Ford and Volkswagen are merging 
es loss-making vehicle operations 
_in Brazil and Argentina into one 

ip known as Autolatina. Ford and 
badges remain on the cars. 


Corporate scorecard 


| | Allied-Lyons 


| Bank of Montreal 


| A joint marketing venture called 


Jaguar Japan was launched by the 
British car company with Seibu 
department stores. 


Hongkong Land and Jardine 
Matheson are transferring most of 
their cross-holdings in each other to 
a new $705m holding company. This 


Will be the largest shareholder in both 


companies and subsidiaries Dairy 
Farm and Mandarin Oriental. 


The French government's 
privatisation programme started, 


with a price tag of FFr13.6 billion 
($2.1 billion) for glass and packaging 
group Saint-Gobain. The planned 
privatisation of Assurances 
Générales de France was 
postponed. 


Gillette deflected a $4.1 billion 
takeover bid from Revlon Group by 
paying the marauder $558m for the 
13.9% of Gillette it had acquired. 
Revlon's profit: $43m. 


New York-based us Lines, one of the 
largest container shipping groups, 
filed for protection from its creditors 
under America's bankruptcy laws. 


The French steel industry plans to 
cut its workforce by 20,000, or almost 
a third, next year. The axeman is 
Francis Mer, the new chairman of the 
two state-owned steel companies, 
Usinor and Sacilor. 
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WORLD BUSINESS 





Business quits South Africa 
while the going is bad 


The announcement on November 24th 
that Britain’s Barclays Bank was pulling 
out of South Africa after 148 years there 
should have come as no surprise. It had 
first reduced its shareholding in Barclays 
National (Barnat), the country's biggest 
k, in 1973. Last year, when the bank 
piss to take up its rights issue in Barnat, 
its stake fell further to 40%. Although the 
selling price of £80m seems tiny, the 
parent company had written down its 
investment in its subsidiary to the point 
where the cost of pulling out was no 
longer painful. Barnat contributed only 
2.7% of Barclays’ profits after tax in 1985 
and even less (2%) in the first six months 
of 1986. 

The sale of its remaining stake to à 
group of Barnat's other shareholders (in- 
cluding Anglo American Corporation, 
De Beers Consolidated Mines and South- 
ern Life Association) was only the latest 
in a line of disinvestments that have 
begun to undermine the South African 
economy. The effects of ten years of anti- 
apartheid campaigning had stung Bar- 
clays where it hurt most: its share in 
Britain of loans to students (tomorrow's 
customers), for instance, had dropped 

m 28% in 1981 to 17% largely because 

its continuing South African connec- 
tions. Its operations in America, where it 
has assets of $11 billion and 7,500 em- 
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ployees, are the bank's largest single 
investment outside Britain; and in Ameri- 
ca hostility to companies with South Afri- 
can links runs strong. 

Other big names have found similarly 
compelling reasons in recent months for 
getting shot of their South African subsid- 
iaries. Some are in greater earnest than 
others (see box on next page). Most, like 
Barclays, have decided that the financial 
rewards from staying in South Africa do 
not justify the political bother caused by 
staying on. Even if President Botha does 
manage to pump-prime the South African 
economy to a growth rate of 3%-plus in 
1987, it is not going to be easy to get 
profits out of the country. 

The real damage of business disengage- 
ment—a lack of foreign investment in the 
years leading up to withdrawal—has al- 
ready taken its toll on the South African 
economy. Many subsidiaries of western 
multinationals are neglected hulks by the 
time they are sold off. From the middle of 
the first division of industrial nations, 
South Africa looks like falling to some- 
where near the bottom of the fourth. 
South Africa's real GDP has grown by an 
annual average of 1.1% over the five 
years to 1985, but its population has been 
rising by 2.5% a year. 

To win back business confidence, Pres- 
ident Botha has decreed that the econo- 


South Africa's: 


consumer prices 
% increase on a year ago 
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Sources IMF; Manutacturers Hanover 





my must grow by 3% during next year. To ^ 


achieve that, he is going to try to keep — 
real interest rates negative (ie, lower than’ 1 
the inflation rate). With the prime rate at _ 
134% and the inflation rate currently - 
1975, this means a negative real rate of | P; 
almost 6%. Mr Gerhard de Kock, the 
governor of the South African Reserve 
Bank, is only partly right to blame the 
increase in inflation on the fall in the — 
value of the rand rather than on excessive | 
demand. T 
The excessive demand will come in 
March when the government looks ipt 
to introduce a big fiscal stimulus to the - 
economy, on top of the R1.2 billion | 
($530m) package of public-sector spend- 4 
ing increases announced in June. Civil - 
servants are counting on fat pay increases i 
next year, when Mr Botha is expected to _ 
call a general election for whites. The 
challenge that Mr Botha will fear most in | 
that election will be from parties to the 
right of his right-wing National party. TE 
The president may get a helping hand 
from restocking by companies. Inven- — 
tories were run down drastically in 1985- — 
86 when, in real terms, the economy - 
stood still. This, together with hopes of an 
increase to $400 or more in the gold price — 
next year, and early good rains in this | 
planting season, is encouraging many - 
white South Africans to feel they have | 
weathered the storm of disinvestment. 
They have more chance of being right - 
in the short term than the long. Early next 
year, say the forecasters, the inflation - 
rate may be "only" an annual 16%. — 
Beyond 1987, President Botha's balanc- - 
ing act looks like becoming steadily hard- 
er. The high cost of policing the black 
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Sometimes more in than out 


Companies have become dab hands at 
disinvesting from South Africa with the 
minimum (for them) of tears. The blue- 
print for painless withdrawal reads some- 
thing like this: first sell your subsidiary to 
the managers who have been running it; 
arrange licensing agreements to secure a 
continued flow of income; see to it that 
the subsidiary to be sold has adequate 
financing; write into the sales contract a 
buy-back option; and, iinally, for the 
sake of the shareholders at home, “pull 
out” publicly. 

Most of the withdrawals in recent 
months have followed some, or all, of 
these rules. General Motors and IBM sold 
their South African subsidiaries to man- 
agers who were running the companies. 
Former managers are also running the 
one-time business in South Africa of 
America's General Electric. 

VF Corporation, the firm which makes 
Lee jeans, has sold its Berkshire Interna- 
tional subsidiary to the chairman. Inter- 
national Playtex, the underwear manu- 
facturer, has put its South African assets 
in the hands of its local management. 
Coca-Cola is bucking the trend. It plans 
to sell its South African bottling and 
canning works to black businessmen. 

Disinvestment deals abound with dif- 
ferent kinds of licensing and distribution 
agreements. General Electric negotiated 
42 agreements to ensure that all its 
electrical and electronic goods continue 
to reach South African buyers. Nor will 


townships, of coping with guerrillas based 
in neighbouring African states and de- 
mand pressures within the economy seem 
likely to cause inflation to surge again. 

Barring a miraculous surge in the gold 
price, South Africa seems set to enter 
1988 with a sick economy. Like Ian 
Smith's Rhodesia, it could by then find 
itself buying dear and selling cheap to get 
round sanctions and consumer boycotts. 
Foreign technology will become harder to 
acquire. Black unemployment, mounting 
daily, may by then reach previously uni- 
magined levels. 


US Lines 
Gale force creditors 


NEW YORK 


One of America's most spectacular busi- 
ness gambles came to grief on November 
24th. That was when us Lines, the big 
container-shipping group, filed for pro- 
tection from its creditors under Chapter 
11 of America's bankruptcy laws. The 
company owes $1.27 billion, but has as- 
sets of only $1.25 billion. 

Mr Malcolm McLean, the company's 
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IBM's parts, products and services disap- 
pear from the market. Shoppers will still 
be able to get their hands on such things 
as Stanley hammers, Coca-Cola, CBS 
records, Lee jeans, Playtex bras and 
General Motors cars. 

Some companies—Eastman Kodak is 
one—do as they say and withdraw alto- 
gether. It is a sacrifice, but a limited one. 
South Africa accounts for only 1% of 
Eastman Kodak's worldwide annual 


Safe in black hands 


chairman and septuagenarian patriarch of 
American shipping, bet over $1 billion 
that he could beat Asian competitors in 
the fastest growing parts of the shipping 
market—the so-called container trades. 
To do the job, he equipped Us Lines with 
12 newly-designed container ships. After 
chalking up losses of $237m in the first 
nine months of this year on revenues of 
$854m, Mr McLean threw in the towel. 

As it went to court, US Lines laid off 
1,200 employees, about half of its total 
workforce. Mr McLean ceded the posi- 
tion of president to Mr Charles Hiltz- 
heimer—but remains chairman. 

Mr McLean's new ships proved his 
downfall. They are the biggest container 
ships on the water. Each carries 2,240 
containers full of cargo—a lot more than 
most conventional container ships. Mr 
McLean hoped that the ships would pro- 
vide sufficient economies of scale to en- 
able ships carrying American sailors to 
compete with those with Taiwanese crew 
paid one-fifth their wages. But the new 
ships were too big to fit easily into all 
harbours. Their engines were designed 
for fuel ecogomy rather than speed, mak- 
ing them sfwer and often later to arrive 
than their rivals. 


sales of $10 billion. Even General Mo- 
tors’ loss-making South African business 


accounts for less than half a percentage 
point of its global sales. 
Those who favour "constructive en- 


gagement” by foreign business in South 


Africa claim that American firms often 
give apartheid a boost by leaving. They 
note that the companies they sell to are 
not bound by the Sullivan principles. 
These are principles governing the con- 
duct of employers in South Africa that 
the majority of American firms with 
South African operations have signed. 





The suspension of us Lines’ round-the- 
world and transAtlantic container ser- 
vices leaves Taiwan's Evergreen, its main 
rival, as the world's biggest container 
shipping group—a position the Taiwan- 
ese firm's cheap, speedy service would 
probably have given it this year even if US 
Lines, which is to continue sailing o 
some of its other routes, had not ru 
aground. Mr McLean was also out-ma- 
noeuvred by some of his fellow Ameri- 
cans. By shipping containers across 
America on trains, American President 
Lines, another big shipping and transport 
group, cut the length of a trip from Japan 
to New York to 14 days—nearly half the 
time of US Lines' shipments. 

Mr McLean's big gamble began in 1978 
when he bought us Lines from Walter 
Kidde, a shipping company, for $180m. 
Until then, he had been absent from the 
shipping industry for nearly a decade 
after selling Sea-Land, the container 
company he founded, to R.J. Reynolds, 
the tobacco group, for $500m. 

Restructuring of US Lines will not be 
easy. Mr McLean still has a majority 
holding in US Lines' parent company, 
McLean Industries. In theory, he has 
some room to swap equity for debt. But 
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tbe jinning to shrink. 


b rio prove to smaller American Y cits could prove 
ful tc or mant ufacturing industries in Europe and Japan 


bsor s tenth of the gross savings Sol 
| ‘est of the world. Such huge net 
-inflows of capital into the United States 
Os cannot ‘continue indefinitely; the cur- 
e count deficit will ultimately have 
uced. The question is whether 
achieved in an orderly man- 
a crunch when foreigners lose 
tite for dollars, and America's 
'ates shoot up, perhaps dragging 
jomy into recession. 
| hurrah for the latest figures: 
ica's 12-month cumulative trade 
t narrowed slightly i in October for 
: eid successive month. Pu. fur- 


il erica swung: to a $108 billion 
in 1985. N 

is Switch will now have to be re- 
rsed, and that will prove painful for 
e United States' trading partners. Ac- 
rding to a recent study by America's 
Commerce Department", the increase in 
:exports to the United States accounted 
half of the EEC's growth in 1984 and a 
of its growth in 1985. Japan has 
to fear from a fall in Ameri- 
mports. In 1985, America ran a 
eficit with Japan of $50 billion. 
more than double the next- 
jiggest deficit run by the United States, 

f $22 billion with Canada (see chart). 
Since a rise in imports created Ameri- 
deficit in trade in manufactured 


United States trade balance, 1985: 


South Korea 


goods, a decline in imports would logi- 
cally (though not ideally) do most to 
reduce it. That should concentrate the 


adjustment on a handful of industries, 


mostly 
include: 
e Vehicles. America's 1985 deficit in 
cars and lorries was $40 billion—more 
than any other industry except oil. Japan 
provided 42% of America’s vehicle im- 
ports. Canada came second with 35% of 
imports (most of those re-imports). The 
EEC came a distant third, accounting for 
1796 of America's vehicle imports. 

€ Clothing. In 1985, Americans import- 
ed $15.3 billion more clothes than they 
exported. More than half of the imports 
came from developing countries in Asia. 
Since wage rates in these countries are 
much lower than America's, only protec- 
tionist trade barriers kept the deficit 
from growing. 


Japanese-dominated. They 


@ Audio and video equipment. Ameri- 
cans’ purchases of things such as VCRs 


and stereos created $14.4 billion of 
America’s deficit in 1985. This year, the 
deficit in this sector is likely to overtake 
that for clothing—to the benefit of Japa- 
nese companies, which provide 60% of 
the electronics that America imports. 

@ Iron and steel. America’s deficit in this 
sector was $10 billion in 1985. Europe 
and Japan each accounted for about a 
third of American imports. 

Following the November 4th elec- 
tions, both houses in the new Congress 
will be controlled by the Democratic 
party, which in recent years has changed 
its spots and become more protectionist 
than the Republican party. Support for 
legislated trade barriers to stem the flow 
of imports into America has grown. 
Before it rushes off in a protectionist 
direction, Congress should note that 
America already has trade barriers in 
several of the industries in which the 
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few of his creditors want such equity until 
they are convinced that US Lines can 
become profitable again. Nor do credi- 
tors like Citibank, Bank of America and 
General Electric Credit Corporation have 
much interest in learning how to sail Mr 
McLean’s giant ships for themselves. 


European glass 


Mirror image, but 
for how long? 


Europe’s glassmakers are sporting a new 
sheen. They hope they are glimpsing an 
end to the depressed demand and neces- 
sary restructuring of the past five years. 
After years of losses, profits are coming 
back, for the moment at least. For two of 
Europe's big producers of flat glass, this 
pick up in the market could not have 
come at a better time. 

On November 21st, the French govern- 
ment announced the price at which it is 
privatising Saint-Gobain (see page 83), à 
large industrial group that is Europe's 
biggest producer of flat glass. The issue 
looks like being well received. Though 
trading in the shares does not start offi- 
cially until December 23rd, they are al- 
ready changing hands in the grey market 
for up to FFr330 each—FFr20 above the 
official offer price. 

In Britain, Pilkington Brothers, the 
world’s biggest maker of flat glass, is 
hoping that the industry's better fortunes 
will help it fend off an unwanted £1.16 
billion bid from BTR, an industrial con- 
glomerate. Pilkington is scheduled to re- 
port its profits for the first half of this 
financial year on December 11th. The 
company says that its British glass busi- 
ness made a profit before redundancy 
costs (£9.1m) of £15.6m for the year to 
March—its first after several years of 
losses. 

Sir Antony Pilkington, the company's 


Paneful 
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chairman, claims that during the past five 
years Pilkington has improved its compet- 
itiveness and productivity by halving its 
workforce in Britain to 7,000 (at a cost of 
£100m). After falling to 50% from a high 
point of 80% in 1980, Pilkington reckons 
its share of the British market has im- 
proved to 55%. 

Producers and analysts say that de- 
mand for flat-glass in housing and vehi- 
cles, which account for 60% of the mar- 
ket, has increased by about 5-10% in 
most of Europe this year. The upturn ts 


expected to continue for at least two more 
years. European producers have celebrat- 
ed by raising their prices—by 10% in 
France and Italy and by 21% in Britain, 
where real prices (ie, prices after adjust- 
ment for British inflation) fell 25% be- 
tween 1981 and 1985. 

Two years ago, Europe’s two main 
producers watched demand from the con- 
struction and motor industries sag below 
1979 levels. Their lives were made more 
miserable by the entry into the European 
market of PPG, the American market 


Richer than Croesus-san 


Ld 


Shoji and Sae Uehara have more than Isau Nakauchi and Hiroshi Yamauchi 


Successful Japanese businessmen are not 
as wealthy or internationally well-known 
as American ones, but they too do not 
have to ask how much the yacht costs. 
Here is a guide to Japan's ten richest 
tycoons, measured by the value of their 
individual shareholdings, which are usu- 
ally concentrated in the companies they 
founded. The figures come from Toyo 
Keizai Shimposha, a business-research 
outfit. They are based on the value of the 
entrepreneurs’ shareholdings last July 
31st. Sensibly, no attempt is made to 
guess at what other assets they may own 
in a country where such secrets are well 
protected. 

Top of the pile is Mr Konosuke Matsu- 
shita, most widely known of the ten and 
the man who built up the Matsushita 
group of electronics companies (the 
world's biggest consumer electronics 
group) all the way from his original small 
shop. He holds 2.7% of Matsushita Elec- 
tric Industrial, the group's flagship com- 
pany, giving him a shareholding worth 
Y 124.9 billion ($812.5m). 

The Uehara family would be worth 
more if its individual members pooled 
their shareholdings. Together, they own 
shares in Taisho Pharmaceutical, a mak- 
er of non-prescripton drugs, and other 
companies worth Y170 billion. Taisho’s 
chairman, Mr Shoji Uehara, comes sec- 
ond in our list with a stake valued at 
Y99.4 billion. Mrs Sae Uehara, widow of 
the company’s founder, is ninth, with a 
holding Worth Y58 billion. 


Mr Hiroshi Yamauchi could become 
as well known in the West as Mr Matsu- 
shita if Famicon, a games computer now 
being launched in America and Europe, 
sells as well abroad as it has in Japan. 
Thanks to Famicon, Mr Yamauchi's 
shareholding in Nintendo, of which he is 
president, is worth Y85.5 billion. 

That puts him slightly ahead of two 
entrepreneurs who have made fortunes 
by building up supermarket chains: Mr 
Masatoshi Ito of Ito Yokado, and Mr 
Isao Nakauchi of Daiei. Mr Ito's share- ` 
holding was valued at Y84.5 billion; Mr 
Nakauchi's at Y72.8 billion. 

The fifth ranking tycoon also made his 
fortune in a service industry—security. 
Mr Makoto lida's shareholding in Se- 
com, a maker of security equipment, is 
valued at Y83.4 billion. Secom's vice 
chairman, Mr Juichi Toda, owns stock 
worth Y62.9 billion, ranking him eighth. 

In sixth place was the late Kenji 
Osano, a confidant of Mr Kakuei Tana- 
ka, a former prime minister of Japan. Mr 
Osano died in October, leaving share- 
holdings valued three months earlier at 
Y81.2 billion. 

Tenth in our list is Mr Kazuo Inamori, 
president of Kyocera, a manufacturer of 
industrial ceramics and other high-tech 
materials for the electronics industry. 
Kyocera is associated in the popular 
imagination with a tiny part of its busi- 
ness—the manufacture of false teeth. 
This has helped Mr Inamori amass stock 
worth Y40.4 billion to chew on. 
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For this Financial Director 
0% was the last straw. 


Every business big or small knows that interest rates operations in 36 countries and an asset base of over $100 
in make or break them. billion.) 

But trusting to luck that the rate won't go the wrong Together with our Treasury Specialists he'll. advise 
way can leave you in a very risky situation. you on your best option. 

You can however, lessen that risk by letting Nat West He may work out a Swap arrangement or recommend a 
take some of the burden off your shoulders. Cap or a Collar or one of a dozen other tailor made solutions 

Firstly we'll give you a personal contact, your Account ewhich can limit the extent of your interest rate exposure. 
Manager. In short he'll show you how you can protect yourself 

He'll take the specific requirements of your company from undue risk. 
and relate them to your markets and the currencies you re The kind that can ruin both your profits and your health. 


dealing in. Risk Management by NatWest «d 
(Don't forget he has a lot to fall back on, for we ve e The Action Bank 


Telex: Australia 177326 - Bahamas NS201lI - Bahrain 8294 - Belgium 21208 Brazil 2130051 - Canada 06-22572 - Federal Republic of Germany 416500 - France 210395 
Greece 216673 - Hong Kong 61672 - Ireland 25166 - Italy 320663 - Japan 28292 - Malaysia 33044 - Mexico 17 71 786- 
Monaco 489588 - Netherlands 50641 - New Zealand NZ3903 - Singapore 28491 - Spain 23572 - Sweden 15050 - Switzerland 812186 - UK 885361 - USA 233563 - USSR 413258 
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The all-new PW4000 runs cooler than 
the competitions derivative engine. 

Youll find that very beneficial in 
the long run. Engine parts will last 
longer. And Since the PW4000 is new, 
it has the capacity for decades of 
performance and thrust growth. 

Lower operating temperatures. 
Another long-term benefit of owning 
PW4000 engines. 
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As one ofthe largest banks in the country, 
Burgan Bank is exceptionally well placed to 
help you if you have business interests in and 
out of Kuwait. 

We not only havean unsurpassed amount 
of local knowledge and expertise at our 
fingertips, we have also gained a reputation as 
one of the most dynamic banks in Kuwait 
A bank's success after all, is often dependent 
on its ability to spot future business potential 

Theconsistent strong growth that Burgan 
Bank has shown, despite increasing 
competition, is proof of us having that ability 


rre looking 
~ | die ‘financing in a Pout. 
wait, look 
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We are for example, involved in financing 
imports to the sophisticated Kuwaiti market 
We also support many major construction 
projects throughout the country. We finance a 
variety of projects ranging from petrochemical 
refineries to new pharmaceutical plants 

Chances are, we could help you too 

We offer a full range of financial services 
including trade and project financing, loans, 
funds management, foreign exchange and 
cash and non-cash facilities for contractors 

So, if you're looking towards Kuwait, just 
look up Burgan Bank 
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leader formerly known as Pittsburgh 
Plate Glass, and Asahi Glass, the Japa- 
nese market leader. Overcapacity was 
further increased when Guardian Indus- 
tries of Michigan and other American 
multinationals started building or acquir- 
ing new European glass plants. Prices 
soon tumbled. 

This year, for the first time since 1981, 
flat-glass plants in Europe are operating 
at full capacity. Unfortunately, this is 
partly because of some temporary clo- 
sures. Plants have gone out of production 
for repair and renewal. The Groupement 
des Producteurs de Verre Plat, a Brus- 
sels-based association of Europe’s flat- 
glass producers, fears that the industry 
may continue to have too much flat-glass 
capacity well into the 1990s. 


Accor 


Room to grow 


The international hotel business is redis- 
covering Western Europe now that ex- 
pansion elsewhere, particularly in North 
America, has slowed. Some of the latest 
ideas are coming from one of the newest 
competitors, France's Accor group. It is 
growing faster than its international rivals 
by breaking away from the luxury end of 
the market and catering to all sorts of 
hotel guests, including pensioners and 
skinflints. 

The medium-price Novotel chain is the 
driving force behind Accor, which has 
doubled turnover to around $2 billion in 
the five years to the end of 1986 (on which 
it has estimated net profits of $32m). The 
advance of Novotel, with hotels in 3l 
countries, eases worries the group could 
have about its luxury Sofitel chain at the 
more competitive top of the market. 

Accor's speciality is variety—a new 

otel to fit every need. As well as its 
deluxe and medium ranges, it is expand- 
ing inside and outside France with its no- 
frills economy-chains, Ibis and Urbis. It 
recently launched an old-folks chain 
called Hotelia and a cheap chain called 
Formule-1, a more up-to-date version of 
Britain's bed-and-breakfast. 

The principle that guides Accor's co- 


"Fep ten hoteliers 





Company No of rooms No of hotels 
1 Holiday (US) 318,000 1,685 
2 Sheraton (US) 134,000 489 
3 Hilton Hotels (US) 96,000 270 
4 Ramada Inns (US) 96,000 570 
5 Quality Inns (US) 91,000 800 
6 Trust House Forte (UK) 73,000 750 
7 Marriott (US) 65,000 147 
8 Accor (France) 64,000 536 
9 Imperial Group (UK)* 61,000 494 

10 Balkan Tourist (Bulgaria) 60,000 460 


Source: ‘Hotels and Restaurants Association. “Bought by 
Hanson Trust in April. 
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chairmen, Mr Paul Dubrule and Mr Gé- 
rard Pélisson, who together founded No- 
votel less than 20 years ago, is work- 
manlike and unpretentious: the lower you 
go, the more you can expand. They are 
breaking new ground in the hotel business 
with their super-cheap Formule-1, which 
charges $15 for a room that can sleep 
three. Ten such hotels are operating in 
France and another 30 are under con- 
struction. Accor hopes to build 1,000 
around Western Europe in the next ten 
years. Pre-fabricated construction, and 
double-quick cleaning of rooms and 
showers keeps costs down to a minimum. 
It needs a staff of only two to run each 60- 
room Formule-1. 

Accor is concentrating on Euope be- 
cause it is the only region where the 
average room-occupancy rate, hovering 
at around 67%, has not fallen in the past 
five years. The big American chains are 
still opting for the upper end of the 
market, with Holiday Inn planning to 
open 100 new European hotels in the time 
Accor has set itself to weigh in with its 
1,000 cheapies. 

Accor now aims to consolidate its Eu- 
ropean base which provides three-quar- 
ters of its revenue. Somewhat more than 
half comes from hotels and the rest from 
restaurants, catering and lunch tickets. 
(Accor last year consumed Britain's Lun- 
cheon Voucher, the company that invent- 
ed the meal ticket.) Although it is still 
smaller on a world scale than Europe's 
other hotel giant, Trust House Forte of 
Britain, the French group is now the 
largest operator in Europe. It leads the 
field in West Germany and the Benelux 
countries as well as in France. It now 
plans to expand in Britain, Italy and 
Spain, countries which Messrs Dubrule 
and Pélisson plan to pepper with medium- 
and economy-range inns built out of the 
group's $75m a year investment budget. 


Volkswagen/Ford 
Front seat drivers 


SAO PAULO 


Volkswagen and Ford are doing in South 
America what neither could do in their 
home countries: merging their Brazilian 
and Argentine offshoots to create the 
world's eleventh biggest car manufactur- 
er. Since both companies plan soon to 
export vehicles from Brazil to the United 
States, their rivals are taking the joint 
venture seriously. 

Together, Volkswagen and Ford will 
have an initial production capacity in 
Brazil and Argentina of 900,000 vehicles 
a year, and hope for annual sales of about 
$4 billion. Between them, the fwo compa- 
nies will have 15 plants—ten in Brazil, 
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Are two bosses better than one? 


five in Argentina. They will employ 
75,000 people in the two countries. In 
Brazil, a car market ten times the size of 
Argentina's, the new company, to be 
called Autolatina, will have 60% of the 
market. Autolatina will start with a capi- 
tal of $12.8 billion, and plans to invest $1 
billion over the next five years, the bulk 
of it in Brazil. 

Volkswagen and Ford have entered 
into the deal because both need to cut 
capacity. Neither has made a profit in 
Brazil since 1981; and this year's results 
look like proving the worst yet (a loss for 
Volkswagen of around $100m, according 
to Mr Jacy Mendonca, a director of the 
company and likely head of the Volks- 
wagen side of the new venture). By 
collaborating, the two companies hope to 
reduce production costs sharply, particu- 
larly for the cars exported to the United 
States. Volkswagen plans to start sending 
100,000 cars a year to the United States in 
1987 and 10,000 lorries a year soon after- 
wards. Ford is planning to export 10,000 
units of its small Cargo truck. 

Later, the two companies want to ex- 
tend their product lines. Each has gaps it 
would like to fill to compete better with 
General Motors, the joint venturers' 
main rival. Ford, for example, has no 1.8- 
litre engine in Brazil; Volkswagen lacks a 
2-litre one. And Ford produces for export 
a 2.3-litre engine which would fit Volks- 
wagen's Santana saloon. Volkswagen 
lacks the modern factory in Brazil that 
Ford possesses. 

The joint venture has a fair wind. 
President José Sarney of Brazil and Presi- 
dent Raul Alfonsin of Argentina will 
meet next month to sign a batch of new 
agreements to bind the economies of their 
two countries closer together. Among the 
bits of paper is an agreement on vehicles, 
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T itting the free flow of parts and the 
exchange of an initial 20,000 cars and 
_ lorries between the two countries. Auto- 
atina’s parents are thrilled by that pros- 
pect. They want to sell Ford's Sierra in 
P. where demand for such cars is 
- high; and to market the cheaper Escort in 
_ Argentina, where it has yet to be built. 


1 I Bottied water 
4 Springing up 


Health-conscious and increasingly fad- 
i las Britons are developing a taste for 
bottled water. In 1980, they drank a 
| modest £9m-worth of the stuff; in 1985, 
- that had increased nearly sixfold to £53m. 
The market is on course to grow by 
another 15% this year. 

Britons have a long way to go before 
they catch up with Americans. They drink 
- on average only 1.3 litres of mineral water 
a year; Americans drink more than ten 
times as much. Unlike the French, whose 
faith in the health-giving properties of 
mineral water has elevated the drinking 
of it to a fine art (see box), most Britons 
_ still prefer their water from the tap. Last 
pe only 22% sampled mineral water of 
. any kind. More than 80% of the bottled 
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Eau la, la! 





PARIS 


A French osteopath has found just the 
thing for health-freaks and hangover 
sufferers: a bar serving only bottled 
water (and fruit juice for the weak of 
will). The first water bar can be found in 
a fancy gymnasium just off the Rue de 
La Pompe in the bourgeois 16th arron- 
dissement of Paris. 

Mr Philippe Gangloff, the patron, got 
the idea from sweaty customers fresh 
from a workout who wanted a change 
from such well-known bottled waters as 
Contrex, Evian, Vittel and Volvic 
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water they do drink is imported, and the” 


bulk of that (97%) comes from France. 

Perrier dominates sales of sparkling 
water. In 1985, it exported 60% of its 
total sales of $560m, half to America. A 
distant second market was Britain, where 
Perrier had 55% of the market for all 
mineral water and almost all of that for 
sparkling water. Its market dominance 
has not come cheap. In 1985, the compa- 
ny spent £1.4m on advertising in Britain 
alone, six times more than the combined 
expenditure of its rivals. 

Competition is fiercer among produc- 
ers of flat water. Evian (naive spelt back- 
wards), the popular French producer, has 
the biggest market share. But British 
brands are challenging it. Highland 
Spring and Malvern each account for 6% 
of the British market for mineral water; 
they are now increasing their market 
share by undercutting their dearer im- 
ported rivals, and both feel optimistic. 
Mineral water accounts for only 2% of 
the £2! billion that Britons spend each 
year on soft drinks, but it is the bit of the 
market that is growing fastest. 

Euromonitor, a consumer research 
outfit, thinks sales of bottled water will 
show an increase of about 29% in the two 
years to the end of 1987, against 3% for 
soft drinks generally. Most of this growth, 







(which between them account for 72% of 
flat water sales in France) and Perrier, 
Saint Yorre and Badoit (which account 
for 82% of sales of fizzy ones). With the 
help of the French Mineral Water Asso- 
ciation, Mr Gangloff has amassed a cel- 
larful of 130 different brands from 
France and abroad, including Sweden, 
Hungary and Morocco. 

There are 1,200 springs in France 
alone, producing 3.65 billion litres a 
year. Mr Gangloff would like the lesser- 
known brands to have a wider audience. 
He charges four francs (60 cents) a glass 
for those who want a taste. 

French bottled waters come in three 
different categories: untreated mineral 
water, bubbly or plain, which is regulat- 
ed by the Ministry of Health because of 
its supposedly curative properties; un- 
treated spring water, which makes no 
medicinal claims, and which is more 
lightly controlled; and table water, which 
may be disinfected or gasified on its way 
from the source.e 

Last year, France's bottled-water in- 
dustry spent FFr250m ($28m) on adver- 
tising to convince sceptics who can't tell 
one water from another or who think it 
all comes from the tap. Their message is 
one of health, not taste. Not that the 
French need much convincing of the 
benefits of drinking mineral water. Some 
waters, they say, are good for asthma, 
some for arthritis and some (the stiffer 
ones?) for gepression. 
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Well, well - 


Britain's mineral-water market 

















Source: Industry estimates 


it reckons, will come from rising take- 
home sales of flat water. Around 40% of 
the mineral water drunk in Britain at the 
moment is sold (at inflated prices) ir 
restaurants and pubs. The bulk of this | 
sparkling water. 

To boost sales, bottlers are adding 
things to their water. Several are market- 
ing citrus-flavoured beverages. Six 
months after introducing this new twist, 
Perrier claims that its aromatic water 
already has 10% of the British market for 
bottled water. With more producers com- 
ing into the market, some shake-out 
seems inevitable. Including supermar- 
kets' own labels, Britons at the last count 
had 65 brands of bottled water to choose 
from. 


Factory automation 


Have MAP, will 
manufacture 


The technology of possexekg undo 
manufacturing (CIM) promises a Utopi 
factory in which production lines switch 
from making one product to another in a 
couple of hours. Hitherto, the failure to 
standardise factory-automation equip- 
ment has slowed CIM. Bits of it still cannot 
communicate with other bits. Now high 
hopes are being raised by General Mo- 
tors promotion of a communications 
standard called MAP (manufacturing auto- 
mated protocol). =~- 
On December 1st, an exhibition which 
advertises itself as “the largest-ever work- 
ing demonstration of computer integrated 
manufacturing using MAP” will open in 
Birmingham in the English Midlands. 
The 60-or-so exhibitors are out to prove 
that their machines can link those of other 
manufacturers within a single plant. 
Shorter lead times for new products, 
better quality and lower manufacturing 
costs are some of the rewards that CIM 
"Ws E THE ECONOMIST OVEMBE 
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promises. Linking “islands of technol- 
ogy” within an organisation will allow a 
sales department computer to pass an 
order to a computer-aided design work- 
shop which will not only model and cost a 
product but also program automated ma- 
chine tools to build it. 

That means that whoever makes the 
powerful computers and programs neces- 
sary to make the links will be in a strong 
position as the CIM market expands from 
an estimated $20 billion in 1985 to a 
forecast $60 billion by 1990. But nobody 
believes that any company will win as 
powerful a position in the market for 
factory automation as IBM once did in the 
office-automation market. 

The CIM market is still young and frag- 
mented. Dataquest, a Californian mar- 
ket-research firm, reckons that no single 
company has more than 20% of the 
market. Two big computer companies, 

M and Digital (DEC), are the market 

aders followed by Hewlett-Packard and 
»y Allen-Bradley, an industrial automa- 
ion equipment maker bought by Rock- 
well International in February 1985. 

DEC is incorporating elements of CIM in 
some of its own plants, including one at 
Springfield, Massachusetts, which makes 
‘ape- and disc-drives. So is IBM. At its lap- 
‘op computer factory in Austin, Texas, 
he production line is so flexible that it 
can make any electronic product that is 
10 bigger than 24" by 24" by 14". IBM 
*xecutives reckon that the plant could 
witch to making a completely different 
»roduct (microwave ovens, for example) 
within 36 hours. They want to reduce that 
ime to an hour or two. 


Americans in Hongkong 


Yankee noodle 
Handy 


HONGKONG 


The closer Hongkong gets to 1997—the 
fear sovereignty over it reverts to Chi- 
1a—the more American the British colo- 
1y becomes. Americans are now the 
yiggest single expatriate group in Hong- 
cong, outnumbering by a small margin 
he 15,200 or so Britons who live there. 
Fre United States long ago became the 
iggest single investor in Hongkong. It is 
iso Hongkong's biggest trading partner. 
n the first nine months of 1986, Ameri- 
‘ans bought 42% of Hongkong's HK$108 
villion ($14 billion) of exports. 

This Americanisation of Hongkong 
eems set to continue. During the ten- 
rear run-up to the handover to China, the 
nfluence of British expatriates will di- 
ninish as thousands of the jobs they hold 
z0 to Hongkong-born Chinese as part of 
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Fast food for thought 


the Hongkong government's policy of 
"localisation". Many will be Hongkong 
Chinese returning from the United States 
with an American passport as insurance 
against misrule from Peking. Many will, 
with the enthusiasm of converts, also 
bring an American business education 
and direct experience of the American 
way of doing business. They might do 
more to Americanise the colony than 
even the American expatriates there. 

American (and to a lesser extent Japa- 
nese and Australian) firms are coming to 
Hongkong mostly in the hope that China 
will once again become a profitable mar- 
ket for foreigners. Hongkong apart, 
America is already China's second-big- 
gest trading partner after Japan. 

Some American companies—like Tex- 
as Instruments, a maker of silicon chips, 
and A.A. Blum, a textile group—arrived 
in Hongkong years ago, drawn by cheap 
labour, low taxes and efficient infrastruc- 
ture. For them, the opening of China's 
trading door an extra crack would be only 
a welcome bonus. Others, like Nynex, 
BellSouth and AT&T, all telecommunica- 
tions groups new to Hongkong, have an 
eye on the opportunities in China's fast- 
growing investment belt south of the 
Yangtze, from Shanghai to Canton. 

Three years ago, American companies 
regarded Peking as the obvious place to 
open an office in China. Now, as more 
mainland Chinese enterprises set up rep- 
resentative offices south of the border, 
they are as likely to choose Hongkong. 

The United States now accounts for 
54% of the HK$11 billion of foreign 
investment in Hongkong's manufacturing 





DI^ 





industries. American investment in 
Hongkong's electronics industry in- 
creased tenfold, to HK$3.4 billion, in the 
five years 1981-85; that in its clothing and 
cloth industry fivefold, to HK$494m. 

Even when the money and manage- 
ment is local, the flavour is increasingly 
American. Hongkong boasts the largest 
chain of Pizza Hut restaurants outside 
America, as well as a growing number of 
such fast-food outlets as Denny's, Burger 
King, Kentucky Fried Chicken, Mrs 
Field's Cookies and Svenson's Ice Cream. 
In the past decade, 24 McDonald's fran- 
chises have sprung up in Hongkong. 

Despite America's commercial clout, 
its influence on government policy in 
Hongkong has remained slight. The Rea- 
gan administration was little more than a 
political cheerleader during the two diffi- 
cult years of Sino-British negotiations 
over the colony's future. That may soon 
change. American businessmen have 
been asked to join the board of Hong- 
kong’s Trade Development Council and 
the boards of other government advisory 
bodies. The American Chamber of Com- 
merce is looking at ways of bringing 
American investment and influence in the 
colony into better balance. 

One way of doing it is to influence the 
young. American investors recently spent 
HK$83m to expand the (American) In- 
ternational School in Hongkong. To keep 
their best local staff from emigrating, 
American firms are offering packages 
that include sponsorship for American 
citizenship, so that their employees know 
that they have an escape route if things go 
badly after China takes over. 
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| And J: apanese 
by the limited investi 
tunities at home, have started to | 
diversify into foreign equities: $6 workin; 
billion last year, compared with ch: 
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1 e = world’s various equity 
; and national. On 


the French 


Swiss bought Nestlé. These 
ts were usually situated in 
uildings, where men scur- 
bout the trading floor excit- 
ng and selling shares. 
robond market is dif- 
rom these national stock- 
kets. When a company issues 
, it borrows money from 
ors at a fixed annual rate of 
st and for a fixed period, 
which it has to repay the 
ut when a company sells 
es to investors, the bits of 
'epresent not debt, but a 
in the ownership of the 
any. An equity is never re- 
and its holder receives a 
and which varies with the 
ormance of the company. 
e Eurobond market is inter- 
onal. Eurobonds are issued 
orrowers and bought by in- 
stors from all countries. The 
obond- market has no trading 
Traders watch screens to 
the latest prices, and buy and 
ll by telephone and telex. Most 
he banks in the Eurobond 
et are in London, but be- 
of the absence of a trading 
oor the geographical location of 
> market is largely arbitrary. 
In the past two years, the char- 
_acter of the world's equity mar- 
_kets has grown closer to that of 
€ Eurobond market. Compa- 
nies have started to distribute 
their new share issues globally, 
rough syndicates of interna- 
tional banks. Because this tech- 
nique in ‘the “primary” equity 
narket (ie, the issuing of new 
s rather than the trading of 
ng ones, which is called the 
idary market) is similar to 
way new Eurobonds are sold, 
ers have dubbed. this the 
ro-equity market. ` 
| p of dove has. also 


























xe Euro-equity market 


rnational equity trading is London’s newest and fastest- 
rowing capital market. Companies have learnt to issue new 
the same way as they 

f a is a less efficient market than 
Nhile rogatione í differ in each country, 


issue Eurobonds. But 





shares in Japan’s Sony and West 
Germany’s Allianz are traded in 
London—far from their home 
markets. About 500 shares are 
now traded actively in more than 
one centre. Shares traded away 
from their country of origin are 
known as international equities— 
or sometimes, Euro-equities. In- 
ternational equities are traded in 
London in the same way as Euro- 
bonds, ‘over-the-counter’ —ie, 
not on a trading floor. 

Nobody has measured total in- 
ternational equity trading in Lon- 
don. But the American Securities 
Industry Association reckons 
that in 1985 the gross transaction 
volume of American equity trad- 
ing (sales and purchases) in Lon- 
don amounted to $38 billion. 
That is half the comparable vol- 
ume of equity trading on the 
London Stock Exchange. If inter- 
national trading of non-Ameri- 
can stock in London was added, 
volume would probably match 
the London Stock Exchange. 


The primary market 
The growth of both the primary 
and secondary international equi- 
ty markets has been fuelled by 
the demands of investors and 
issuers, Big investment institu- 
tions, such as pension funds, 
surance companies and mutual 
funds, have started to diversify 
their portfolios into foreign equi- 
ties. Rising stockmarkets around 
the world have encouraged mon- 
ey managers to seek out markets 
which look undervalued com- 
pared with their home market. In 
1984, for example, international 
money flooded into Sweden; &nd 
last year, into Italy. 

Before the removal of foreign- 
exchange controls in 1979, Brit- 
ish pension funds had about 5% 
of their money invested overseas. 
Since then, they have increased 
the international component of 
their portfolios to about 16% 
American investors are more pa- 
rochial, but are changing their 


cals habits. "They bought $4 lgillion of 
1 foreign shares last year, 
paret with $19 billion, in 1982. 


com- 












$1 billion in 1980. 


Nestlé was one of the first. 


multinational companies to re- 
spond to the increasingly global 
demand for its shares. The Swiss 
food company raised the equiva- 
lent of $425m from three Euro- 
equity issues in the summer of 
1985. Each issue involved Credit 
Suisse First Boston (a bank which 
has pioneered the market) put- 
ting together a syndicate of 
banks, from America, Britain, 
France, Italy, Japan, Switzerland 
and West Germany.The banks 
underwrote and then sold the 


shares direct to investors, avoid- 


ing the various stock exchanges. 
Other companies have followed 
Nestlés example. This year, 
Euro-equity issuers have includ- 
ed the Travelers Corporation 
from America, Holland’s KLM, 
Sweden's Volvo and Italy's Fiat. 
The international markets can 
provide companies with much 
greater amounts of equity finance 
than domestic markets. There- 
fore many Euro-equity issues 
have come from companies in 
countries with small home mar- 
kets, like Sweden or Holland. 
Some companies think that a 
wider spread of shareholders is 
inherently good: it makes the 


market in a company's shares. j 


; strict equity 
hours a day. Third, 






z Pari $—Tre- 
to a few 
;, London is 
often a much cheaper. place to 
deal than local exchanges: it lacks 


Frankfurt's or Zurich's turnover 


tax, and Tokyo's fixed commis- 
sions. Fourth, London benefits 
from the presence of internation- 
al investment banks, which, al- 
ready committed to "making 
markets" in Eurobonds, are now 
doing the same for international 
equities. 

To make markets is to adver. 
tise a price at which the bank will 


buy and sell a particular stock. 
Market makers need to have 





large "positions" (inventories) of 
stock. By providing liquidity, the 
market makers encourage the 
trading of large blocks. Mar: 
local stockmarkets, -S 








Going global 


Public. Euro-equity 
issues 






Number 
of issues +> (24) 


more liquid (ie, it is easier for | fA 


investors to sell their shares) and | 


less volatile. Others view a Euro- 
equity issue as a good means of 
advertising the company’s name. 
And nowadays, any large compa- 
ny which confines a new share 
issue to its home market risks 
being labelled old fashioned. 


Thesecondary market 
Although the primary Euro-equi- 


ty market resembles that for Eu- 


robonds, the secondary market is 
rather different. Eurobonds have 
to be traded on international 
markets. But shares from Euro- 
equity issues, and other interna- 
tional stock, can be traded either 
internationally or on their do- 
mestic market. For decades, the 
trading of some equities has tak- 
en place away from their home 
market, but this international 


trading has grown suddenly and 
spectacularly in London in the 


past few years. ooo 
LU London? : Firs St. mà 


tre. eas money 
it simplest to. bu 
London-based bani 
from a broker in a for 


t bon de So esl a Et. 
] wil continue. to Leia b 





kyo and Frankfurt, lack a tradi 
tion of market making: their bro 
kers tend to do business oni 
when they can find another part: 
to take the other side of a deal. 

As international equity trading 
develops, the importance o 
home markets is likely to dimin 
ish for the shares of popular blue 
chip companies. Already, tradin; 
of blocks of $10m-plus can. be 
greater in London than local ex 


| changes— particularly. for share: 
which originate.in a small domes 


tic market, such as Sweden’: 


Volvo or Holland’s Philips. 


But for most internationa 
shares, most of the time, tradin; 
volume is higher in the domesti 


than in the international market 
This. is im iP to remain. $0, be 



























fall in each co 





i price - in London. So 
hares can flow freely 


between two markets, a shift in - 





rice of a share in, say, the 
home market will influence the 
price of the share in the interna- 
tional market; otherwise, inves- 
tors would buy at, say, a cheaper 
price in the home market and sell 
into the international market at a 
profit. Such "arbitrage" tends to 
even out price discrepancies 
beween different markets. 

Local markets will continue to 
have a big impact on price, be- 
cause news affecting companies 
usually hits the home market 
first. Floor traders in Stockholm 
are likely to hear of, say, a take- 
over bid by Electrolux before the 
n traders in London. So it 
be risky for a bank to make a 
ket in London. Suppose that 
ndon bank builds up large 
Positions of Sony shares. During 
he night in London, the Sony 
ice in Tokyo collapses. When 
"trading restarts, the 
ny stock will have lost value. 

refore many banks that make 
ets in international equities 
uctant to do so in large 
unless they know of a 
can take the other side 
saction, or unless they 
cover" from a broker on 
re's domestic exchange. A 
n broker, for example, 
guarantee to supply an 
American bank in London with 
2M30m-worth of Volkswagen, 
it a specific price, for two hours. 

"While London is the capital of 
nternational equity trading, New 

rk plays host to a special breed 





























can Depositary Receipts 
hey were invented to 
elp the many American institu- 
lons which are not allowed to 
"uy foreign stock. An American 
yank holds, say, shares in Jaguar, 
t British car company, and issues 
XDRS representing ownership of 
he shares. American investors 
‘an then buy and sell the ADRs as 
f they were domestic securities. 
[he volume of ADR trading in 
ome British stock, such as ICI 
ind Glaxo, can often be greater 
hgn in London. 





nefficiencies 


Jecause international equity 
rading i is rooted in more than a 
lozen ee s En ad the 





















ion uidere Ded text- 
k bakai of the da mar- 


ional equity known as - 


ferent national regulations. For 
example, the British practice 
known as pre-emptive rights has 


stopped most British companies 
‘from issuing Euro-equity. Exist- 


ing shareholders have to be of- 
fered the chance to subscribe to 
share issues, which means that 
new shares cannot be targeted at 
foreign investors. 

In America, new share issues 
cannot be sold to the public un- 
less they are registered with the 
Securities and Exchange Com- 
mission. This can be a cumbrous 
process, and it requires disclo- 
sure of more corporate informa- 
tion than many European firms 
are prepared to concede. New 
Euro-equity issues are therefore 
seldom sold into America. 

Another serious obstacle to the 
growth of international equity 
trading is the problem of settle- 
ment. Settlement (also known as 
clearing) is the means by which 
stock is transferred from one 
owner to another, in exchange 
for payment. Settling Eurobonds 


Top ten lead managers 


S bject to dit- E 





ment systems are so inefficient runi 


that delays are common. In Italy, 
it may take more than a month 
fpr shares to be delivered after 
payment is made, or for payment 
to be received after shares have 
been delivered. This is worse 
than inconvenient: it exposes in- — 
vestors to interest-rate costs (ie, 
borrowing money in local curren- 
cies to make up for late payment) 
and credit risk (delivering shares 
without knowing if your counter 
party can pay). Settlement delays 
have recently made many inter- 
national investors shy away from 
the Milan Stock Exchange. 

A second requirement for a 
perfect market is free-flowing in- 
formation. But because compa- 
nies from different countries are 
subject to different laws on tax, 
accounting and disclosure of per- 
formance, it is hard for an inves- 
tor in international equities to 
compare like with like. How does 
a New York pension fund com- 
pare, say, the stock of a British 
bank like National Westminster 
to a German bank such as Deut- 


- 0 is bores of the 





Public international equity issues" 


Deutsche Bank 
Credit Suisse First Boston 
Morgan Stanley 
ue Nationale de Paris 
Enskilda Securities 
Merrill Lynch 
Shearson Lehman 
S G Warburg 
Swiss Bank Corp 
. Union Bank of Switzerland 


Source: Euromoney. *January-October 1986 
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is easy: all bonds are lodged with 
two linked "clearing houses". If 
investor A buys a bond from 
bank B, both notify a clearing 
house. Provided the instructions 
match, when the clearing house 
receives cash from A, B's account 
is credited, and both parties re- 
ceive confirmation of the trade. 
The problem with equities is 
that each national stock exchange 
has its own different and compli- 


cated settlement system. When 


shares are bought and sold they 
generally stay in their home 
country, but they have to be 
physically moved from one custo- 


. dial bank to another. If a London 


bank wants to buy shares on a 


local exchange, it must tackle a 


mass of paperwork: first, instruct 


a local broker to buy the shares 


and notify the local stock ex- 


change, which has to check that 


both sides of the deal match; 
then, authorise a local bank to act 
as its d and cape mon- 











No of issues 


Value $m 

2,596 

1,126 17 
512 12 
450 2 
382 2 
375 7 
220 7 
220 3 
208 5 
180 2 


sche Bank, when the latter is 
allowed to hide some of its profits 
by transfers to hidden reserves? 


Regulation 


So far, international equity trad- 
ing in London, like the Eurobond 
market, has remained largely un- 
regulated—though subject to 
British laws and taxes. But Lon- 
don is introducing a new system 
of financial regulation. Banks 
trading international equities 
must join a new self-regulatory 
organisation (SRO), the Securities 
AsSociation, which is responsible 
for protecting investors. They 
must also join a new recognised 
investment exchange (RIE), the 
International Stock Exchange, 
which will provide a regulated 
market place. 

The new system will impose 
thick rulebooks on market partic- 
ipants, stipulating, for example, 
how much capital they need to 


back thajr business. Investment 
bankers in London resent the 
impositign, 


for they are used to 








































































rule limits “stabilisation 
practice whereby 
ing new issues manipula 
price by buying shares. 
Some bankers. predict that 
London will lose internation 
business unless its irksome 
are modified before the sys 
comes into force next yi 
is probably nonsense. 
have been changed ti 
more acceptable to profe 
and those that remail 





London’ s many advatitagé 
It is more likely that the 
regulatory framework wi 
duce an explosion o 
al equity trading in Londo 


screens already Pad 
prices offered by various. : 


go further, showing | 
share not only the range : ? 
available but also. th 
trading that day anc 
prices at which the shai 
bought and sold. Mar 
will be obliged to ‘trad 
prices they advertise. A 
system will record all trad 
the prices at which they oc 
Since its deregula 
Bang on October 2 
has had a similar scr 
marketplace for dom 
ties. British domestic shar 
ing has increased with 
system, thanks to its “vi: 
Visibility means that pl 
the market can see what the ot 
players are up to; investors feel 
more confident of obtaining a fa 
price and a liquid stock if the 
can check the prices and volur 
that other people trade at. 
Some churlish banks regret. th 
passing of the informal, unreg 
lated markets where they. coul 
advertise at one price and tr 
at another—perhaps to hide tl 
fact that they had too 
one stock. But experien 
that more institutions and | 
investors will deal. in a 
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British Airways Plc 


The Board of British Airways Plc announces pre-tax profits 
of £141 million for the half year to 30 September 1986. 





CHAIRMAN'S STATEMENT 
When I reported our results for 1985-86 in May, 
I said that the fall off in business that British Airways 
and others in the airline industry and associated travel 
Following the incidents in Chernobyl and Libya 
in April 1986, traffic in terms of passenger numbers and 


revenue kilometres (RPKs) on scheduled 
services fell substantially. In the quarter to 30 June 1986 
the passenger numbers and RPKs were down respect- 
ively 5.8 per cent and 11.3 per cent compared with the 
previous year. The downturn was particularly marked 
on the North Adantic routes where the reductions were 
respectively 19.8 per cent and 19.6 per cent. 

We judged that the fall in demand had been 
irrational. We deliberately decided not to reduce capacity 


except marginally, Instead, we set about restoring market 


and, I think, led our competitors. By the end of the period, 
cumulative North Atlantic passenger numbers were 12.9 
per cent down and RPKs were 13.1 per cent down while 
the corresponding figures across the whole network were 
only 2.8 per cent and 7 per cent down on the same period 
in 1985. 

In addition to the sales campaigns, cost control was 
intensified. Many of our staff volunteered for work in 
the terminals at Heathrow. As a result of these efforts, 
recruitment was curtailed and staff numbers at 30 
September 1986 were about the same as a year ago. 

Turnover for the half year ended 30 September 
1986 amounted to £1,696 million, against £1,743 million, 
for the same period last year. Profit before tax for the 
period amounted to £141 million against £201 million for 

half 


year. 

After taking account of reduced fuel prices, from 
which the airline has benefited significantly, the airline 

i operating surplus in the quarter to 30 June 1986 was £38 
Ar Raga £90 million in the comparable quarter a 
year ago. the recovery in traffic in the second quar- 
ter, the surplus in that quarter was little different from the 
level achieved a year ago, reduced fuel prices again having 
loda signifisene aic dn the half year to 30 September 











137 200 193 
Extraordinary item (Note 1) 4 B (12) 
Transfer to reserves £141m £200m £181m 





NOTE | Other actiewies domnon rclars to Boosh Airways Helicopters 
Limited (BAHL) which was sold prior to 3) September 1986. The extraordinary 
nem for thes penod relates to che disposal of BAHL together with another minor 
swbsichary A provision of £12 milbon was made against the investment in BAHL 
in 1985-86, Thus has now been restated as an extraordinary item. 


NOTE 2 The taxation charge relates to UK taxabon of subsdianes and overseas 
tax. No prowusan ts required for UK Corporation Tax in Hinmsh Aurways Pik 
because of the availability of loses brought forward. On present esnimaies no 
provision s Iskeby to be required until che next financial year 





In the quarter to 30 June 1986, there were some 
reductions in passenger numbers and RPKs on many of 
our other routes, but these were less than for the North 
Atlantic and there was some recovery in the second quar- 
ter. The South African business has been adversely 
affected by conditions there. Domestic business in the 

improved, with Super Shuttle services producing 
good results. The Japanese business benefited from the 
strength of the yen. 

Since 12 April 1986 all British Airways intercon- 
tinental services, together with those to Amsterdam and 
Paris, have operated at the new Terminal 4 at Heathrow. 
The transfer took place during the night of 11-12 April 
and was accomplished satisfactorily. Terminal 4 has 
established new standards in customer service. 

In September 1986 British Airways 


F 


balance sheet has been strengthened by the further addi- 


In October British Airways placed orders for 16 of 


BRITISH AIRWAYS 
Brits highest fying company. a^ 


's highest flying company. 


cupid ow Tate ipt Duc sone 
and customer service structure to make us even more 
responsive to the market place in every part of the world. 
Competition remains strong and the Euro- 
pean Community is no exception. We welcome 
the action being taken by the Government and the 
European Commission to reduce barriers to com- 
petition so as to open up the Community market 

to greater opportunities for British Airways. 
The events that occurred in the first quarter 


were unprecedented: there was a decline in airline ~ 


operating surplus of £52 million over the corres- 
PE ae ne 
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France's financial markets 
creep from their cell 


e sale of France's state-owned compa- 
es, which began on November 24th with 
aint-Gobain, the well-polished glass- 

and-pipemaker, is naturally hogging Pari- 

sian attention. But the longer and more 
rofound task of modernising France's 

Financial system, which is also under way, 

will help loosen France's rule-bound 

economy by more than the conservative 
overnment's sometimes hypothetical- 

Booking plans to privatise another 60-odd 
companies. 

n little more than two years, France's 
rimordial financial markets have been 
E domed into passably up-to-date in- 
stitutions. By the end of 1986, the Bank 
of France will have abandoned credit- 
rationing (it hopes for good) and most of 
WFrance's foreign-exchange restrictions 

vill be gone. 

The finance minister, Mr Edouard Bal- 
Madur, tends to take more credit for all 
this than is strictly the conservatives’ due. 

The big push for change came in 1984-85 
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from his Socialist predecessor, Mr Pierre 
Bérégovoy, who had been convinced by 
unhappy experience that controls had not 
worked, and was looking for better ways 
to market government debt. 

If there has been a change under the 
conservatives, it is in packaging. France’s 
financial deregulation, though swift, has 
come in bits and pieces. To give them 
shape in the public mind, Mr Balladur 
included financial deregulation as one 
item in a four-part programme of eco- 
nomic liberalisation. The other three are 
privatisation, tax cuts and decontrol of 
prices. Mr Balladur has dwelt on this 
package in many speeches. His ministry 
has been advertising it on television with 
the odd symbol of a furious white stallion 
slipping its halter. 

French financial markets were until 
recently complicated but primitive. The 
money market was largely regtricted to 
banks, with some privileged exceptions. 
Different authorities ruled different bits 


of the financial system. There were no 
futures or options markets. Mr Bérégo- 
voy's ambition to change this sounded 
simple enough: to create more flexible 
financial markets and break the banks’ 
near-monopoly on company financing, in 
order to reduce the cost of borrowing. 

New financial instruments have been 
created, including negotiable certificates 
of deposit (in March 1985) that allow 
banks to borrow short-term; commercial 
paper (December 1985), which business- 
es use to borrow short-term at closer-to- 
money-market rates than they get by 
borrowing from banks; and a new variety 
of treasury bill (January 1986), allowing 
companies to invest in short-term govern- 
ment securities without having to go 
through specialised investment funds. In 
February 1986, France got its first finan- 
cial futures market, the Marché à terme 
des instruments financiers (MATIF). 

Next, to make France's credit markets 
more competitive, privileges had to be 
removed from favoured customers. Up 
until now, French railways, insurance 
companies and Electricité de France, 
among others, have all been able to dip 
into the interbank market for quick, 
cheap credit. Soon only banks themselves 
and the social security system (through 
savings banks) will be allowed to use that 
market. France's forest of subsidised 
loans for politically-popular purposes is 
slowly retreating too. Even so, 30-40% of 
loans now outstanding were made at non- 
market rates. 

A third process is lowering barriers 
between stockbrokers (agents de change) 
and banks. Agents still cannot take depos- 
its and banks cannot directly trade in 
stocks. But between these two traditional 
monopolies there is a rapidly growing 
middle ground on which the two are being 
allowed to compete. Brokers are permit- 
ted to deal in the new financial instru- 
ments although so far few have tried. 
Both bankers and brokers can deal on the 
MATIF. And both can apply to set up as 
one of 15 spécialistes en valeurs de Trésor, 
new primary dealers in government pa- 
per, soon to be chosen by the treasury. 

Cost-heavy French banks are also fac- 
ing a painful adjustment. In the old 
system, lenders were on top. Business 
with big corporate customers was shared 
between banks according to a baréme, or 
fixed set of percentages. These comfort- 
able arrangements are breaking down. 
Foreign banks are now freer to handle 
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Every cloud... 


One of The Economist's science and 
technology writers, Anthony Gottlieb, 
has won the Ivan F. Boesky fellowship, 
to spend six weeks at Harvard University 
next year. All information he used to win 
the award was in the public domain. 





French-franc bond business than before. 

The rules are changing as well for the 
Bank of France, guided as ever by the 
treasury. From January 1st, the central 
bank will rely not on rationing the quanti- 
ty of credit to control the supply of money 
but will instead seek to influence interest 
rates in the interbank market. This brings 
France into line with most other central 
banks. 

Banks will no longer be required to 
maintain direct reserves against their 
lending (ie, assets). France's banking au- 
thorities will maintain pressure by in- 
creasing requirements for reserves 
against liabilities (ie, deposits) and by 
controlling banks’ “transformation ra- 
tio", the proportion of long-term lending 
that they may support with short-term 
borrowing. This ratio will tend to keep 
France’s undercapitalised banks raising 
money in the bond market if they want to 
lend more. 

Coupled with the virtual removal of 


exchange controls, this new system would 


have left the treasury without safety de- 
vices for protecting the French franc. But 
the finance minister is nervous about the 
possible need for a further devaluation in 
the franc's exchange rate inside the Euro- 
pean Monetary System early next year, 
and about the risk of more rapid inflation 
at a moment when all but a few price 
controls are at last coming off. So, cau- 
tiously, he is not removing every ex- 
change control. 

Almost all restrictions on commercial 
transactions have now been lifted. Direct 
investment in and out of France is essen- 
tially free. Portfolio investment abroad 
has become easier. The devise-titres sys- 
tem for exacting a foreign-currency pre- 
mium from French residents wishing to 
invest abroad was suppressed in May. 

The treasury does not yet want to put 
the entire weight of protecting the franc 
on to domestic interest rates. So French 
residents cannot freely have bank ac- 
counts outside the country. Banks are not 
yet completely free to lend French francs 
to non-residents. This restriction is meant 
to stop French residents lending francs in 
Eurocurrency markets, where demand to 
sell soon-to-be-cheaper francs forward 
soars whenever a franc devaluation 
looms. 

But in today's leaky markets, this kind 
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of old-fashioned protection cannot work 
for long. France's administrators are only 
slowly realising how much change they 
have wrought. This autumn, for example, 
IBM France, Crédit National and Electri- 
cité de France wanted to cut the cost of 
borrowing francs. So they issued dollar 
securities and swapped the proceeds into 
long-term francs at an interest rate cheap- 
er than they could have done in a purely 
domestic transaction. 

Not that the treasury has altogether lost 
its dirigiste touch. Earlier this year, Crédit 
Lyonnais lead-managed a  Euro-franc 
bond issue for Fiat. The French treasury 
intervened to ensure that it did not look 
as if Fiat was borrowing on better terms 
than a big French car-company, Peugeot. 


Outsider dealing 


Making an honest 
penny 


Who needs to be an insider to make 
money on the London Stock Exchange? 
A survey by The Economist and Datas- 
tream, the financial information firm, has 
shown that any Tom, Ivan or Geoffrey 
could have made money from bid stocks 
over the past year—without the benefit of 
privileged information or the risk of going 
to jail. He needed only to buy the shares 
of a target company after a non-agreed 
bid had been made and stick with the 
company. Had he invested £10,000 in 
each of the 26 target companies in our 


British takeover targets 
Company Share price: (pence) 
Bid "à Current gain/loss 
+ 
AE 250 280 +12 
Allied Lyons 273 312 +14 
APV Holdings 548 586 +7 
Britannia Arrow 137 146 +7 
Distillers 503 720 +43 
Extel 390 399 +2 
French Kier 250 297 +19 
Granada 294 283 -4 
CE Heath 563 472 —16 
Imperial ContinentalGas 573 573 nil 
Imperial Group 266 372 +40 
LCP 183 186 +2 
McCorquodale 225 300 +33 
McKechnie Brothers 228 226 - 1 
Ocean Transport& e 232 239 +3 
Trading 
Pegler-Hattersley 585 621 + 6 
172 167 -3 
Pritchard Services 119 117 -2 
Property Holding & 152 167 +10 
investment Trust 
S&W Beresford 243 282 +16 
SGB 260 372 +43 
Simon Engineering 318 331 +4 
Standard Chartered 854 834 -2 
Stock Conversion 700 705 +1 
Wedgwood 375 503 +34 
Woolworth @ 905 663 ~27 
Source: 


table, the inert outsider dealer could no: 
be sitting on a legitimate profit of at lea: 
£25,000 before any dealing expense: 
And that is on extremely conservativ 
assumptions. 

` The strategy is not original. Until th 
recent insider dealing scandal on Wa 
Street gave them all a bad name, arbitrz 
geurs claimed that they bought only whe 
a bid was announced and were gamblin 
on either a higher offer from the origin: 
bidder or on a rival offer being flushe 
out. Mr Ivan Boesky, a self-confesse 
insider dealer, now tells a different stor! 
Such arbitrageurs have never become é 
prominent on the comparatively sma 
London stockmarket. 

Even so, money can be made by Jo 
Public. In compiling our table of bic 
during the past year we have: 
€ Assumed our honest arbitrageu 
bought his shares 24 hours after the fir: 
bid was made, having read about it in th 
newspapers. 

@ Only chosen companies where the bi 
is not agreed but not necessarily rejecte 
outright. Non-agreement may simpl 
mean that the bidder's offer is only 
sighting shot. Even if the stockmarke 
guesses that a higher offer will be neede 
to have a chance of success, it seldom get 
the share price right within 24 hours c 
the first offer. And a rival bid or a whit 
knight is always possible. 

@ Included only bids worth more tha 
£100m, which means that the shares c 
the target company are easily dealt in. 

@ Assumed that where the bid has failed 
the investor has retained his holding t 
date. Bids are often successfully defende: 
when the target company announce 
bumper profits forecasts, which pushe 
up the share price and puts it beyond th 
range of the bidder. Witness Allied Ly 
ons, which received a hostile £1.8 billio) 
bid from Elders IXL, an Australian cof 
glomerate. Although the bid lapsed whe 
it was referred to the British monopolie 
commission, Allied reported a 23% ris 
in 1985-86 profits to £270m. For complet 
ed bids, the price taken is the exit price— 
ie, that paid to shareholders. 

@ Excluded dealing expenses. 

An investor that followed these rule 
would have made a profit of £25,000 oi 
his total £260,000 investment. But, be 
cause all share prices fluctuated betwetl 
the day after a bid was made and the tim: 
it went unconditional (or the current prici 
if the bid lapsed), investors who got thei 
timing right could have sold their share 
at a much higher price—and made i 
profit of £50,000. Equally, the cann! 
could have avoided losses on bid share: 
that fell by selling out early. Our sum: 
assume no market nous at all. 

One man who should be kicking him 
self is Mr Geoffrey Collier, the disgrace 
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d 1 an agreed bid. Mr 
iake £15,000 before 












keover fever, many on 












IS surprising cheeriness ignores scan- 
a still sluggish American economy 
ough. the third quarter saw improved 
npany earnings) and the computer 
ies, now largely forgotten, that 
blamed for Wall Street’s earlier 
his autumn. Underpinning the 
market, say optimists, is "liquid- 
By this they mean the amount of 
sy needing a home. | 
eight of money has always been a 
.feason cited for why stockmarkets go up 
in the short to medium term. Look at 
 Tokyo's dizzy rise earlier this year in the 
-face of a slowing Japanese economy. In 
the longer term, however, arguments 
ase ely on liquidity will come un- 
ompany profits do not rise to 
Share prices. Mr Steven Ein- 
an analyst at Goldman Sachs, 
ks they will He thinks company 
earnings will rise 13-15% next year com- 
pared with 1986, not bad in a world of 3- 
% inflation. Others agree. 
ccording to the cheery view, the 
-Boesky affair marked a buying opportu- 
nity, though a temporary one. After an 
initial fall, the stockmarket rose during 
the week after the SEC announcement on 
November 14th as investors bought blue- 
chip shares and abandoned the takeover 
plays which had been the main feature of 
the market in recent months. On No- 
“vember 26th, the Dow Jones industrial 
age closed at 1916.76, poised to 
ich September 4th's all-time high of 































here is certainly a lot of money on 
sidelines waiting to come into the 
«market. Pension funds are holding 
cash than at any time since the end 
984; it now amounts to 7.8% of their 














% of their assets liquid. Of the. 
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portfolio. Equity mutual funds have . 










Deutsche Bank 
Ba ed ete DIE DN NEUE! 


A name to conjure - 
with 


BONN 


Deutsche Bank, which was slow building 
up its international presence after 1945, is 
making up for lost time now. It is poised 
to buy Banca d'America e d'Italia from 
the embattled Bank of America—an ac- 
quisition which would make it the biggest 
foreign bank in Italy. It has just changed 
the name of European Asian Bank (Eur- 
asbank), in which it has a majority stake, 


fall Street shrugs off the Boesk, 


t spite the ivan Boesky scandal and speculators’ fears of an end to 
ikeover fe: nany on Wall Street are confident that share prices are set 
o rise—wherever official investigations may lead 


funds, $105 billion is lodged with Wall 
Street's brokerage firms—and thus could 
readily switch into stocks. 

Nor are American companies as badly 
off as their profits and gossip might 
suggest. As the chart shows, their cash 
flow has been rising strongly even 
though shareholders have not got the full 
benefit in dividend payouts. Companies 
have spent much of that cash buying 
back their own shares, or those of other 


American companies’: 
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companies through takeovers, mergers 
or leveraged buyouts, rathdt than build- 
ing factories. Last year, such purchases 
amounted to some $100 billion, and this 
year they are expected to total $125 
billion. This is shrinking the supply of 
outstanding shares and so raising their 
value. Tax reform, by abolishing the tax 
credit for capital investment, has made 
spending on "productive assets" even 
more unattractive relative to spending 
is for Wall Street is in- 
reign buying of Amerigan eq- 








- But only so long as the 


to Deutsche Bank (A 
full control. More fore 
the offing. "E 
Like other Ge nan 
lost its assets in Easte 
end of the second world 
into bits by the wester 
and only reunited in 1957 
was circumspect. Even i 
has only 15 branches, 17 1 
offices and 10 subsidiaries a 
looks modest for the bank which 
Germany's largest, with 1985 group 
ness volume of DM242.7 billion ($8 
billion). I». ER 
The Italian buy would be Deut 
biggest abroad so far. Barring a 

















































uities, particularly by the cash-rich Jap: 
nese. In the second quarter of 198 
foreign investors bought American eqi 
ties at an annual rate of $28.1 billion. 
The figure for the same quarter of 1985- 
was $2.6 billion. Some of the foreign. 
buying reflects hopes that the dollar has 
stabilised. And Japanese institutional in- 
vestors have a new strategy of buying 
more American equities, so as to reduce 
their dependence on America's govern- 
ment bond market. PLA 
To the international money manag 
Wall Street looks comparatively | 
In the first ten months of 1986, ten of th 
world's big stockmarkets outperforn 
the Dow, which rose 19% to the end o 
October—compared with a 25% gain i 
local-currency terms in Japan, 35% i 
Australia, 49% in Singapore and 84% in 
Spain. Expressed in dollars, rises outside 
America still look impressive compared 
with Wall Street. » 
Where does this leave takeover fev 
Temporarily cooler, but not cured. . 
though arbitrageurs suffered huge losse 
after Boesky and the disclosure tha 
authorities were investigating Dre: 
Burnham Lambert and others, bidd 
quickly recovered their nerve. After. 
week's lull, during which bids for Gil 
lette and Goodyear Tire were with 
drawn, November 25th saw three bi 
new bids worth a total of $8.37 billion. 
If Drexel is ever forced to wit 
from the junk bond market, there will be. 
no shortage of other investment bank 
queueing to take its lucrative place. For. 
takeovers are not the mere creatio d 
Boesky or a Drexel. They reflect 
ence for financial assets becaus 










their existing assets) thar 

factories. The. 
which make 
ing junk bonds s 
to these investm 
than 12% against an inflation 


























h (the Italian banking trade 
ars a German owner might slash 
obs), Deutsche will pay around $630m 
41.3 billion) for the Bank of Ameri- 
a's Italian subsidiary. That looks like a 
snip for one of Italy's most profitable 
banks with deposits of some $2.4 billion, 
3,000 staff and close to 100 branches. 
With one purchase, the Deutsche gets 
access to the Italian retail market. It 
already has a Milan branch with 70 staff 
offering most banking services, but no 
Italian retail network. 
-Deutsche Bank can well afford to pay. 
“as year, its group operating profit to- 
out DMA billion (a sum not 







































Tn Asia, the Deutsche was one of the 
even partners of European Banks' Inter- 
ational Company (EBIC) which formed 
urasbank in 1972. The Deutsche has 
ought the others out step by step. In 
983, it acquired 60% and boosted its 
take to. 7576 this year. The sole remain- 
1g partner is Creditanstalt-Bankverein of 

(nna, which Deutsche would love to 
ueeze out now. 

n the first postwar decade, the name 
Deutsche" was not always an asset out- 
ide Germany. It usually is now. The new 
name also shows that the Deutsche feels 
the Asian bank (1985 business volume: 
DM9 billion, with 20 branches in 12 Asian 
countries) is through its bad patch. It 
made heavy losses which cost its owners 
dear for two years in a row. 

On the investment banking side, the 
Deutsche now has capital markets off- 
shoots operational in Tokyo, New York 
and London. Tokyo has begun strongly 
this. year, New York needs strengthening, 
London has lost several of its key staff. 
One intriguing question is what Deutsche 
Bank will do about the 4.9% stake it took 
in 1984 in. Morgan Grenfell. Deutsche is 
loth to raise its investment for the mo- 
ment. But that could change. Deutsche is 
thinking ever more internationally; and a 
time. may soon come when British mer- 
chant banks need. rich friends (see next 





















































A Ses surrounds ihe failure of Mor- 
gan y Ex n Me Brush à investment bank, 








Exco—which owned a successful money 








broker and a pile of cash—up for grabs. 
Two companies wanted it badly: British 
& Commonwealth (B&C), a diversified 
holding company run by Mr John Gunn 
(who left Exco a year ago), and Morgan 
Grenfell, which was blocked from buying 
Exco in March by the Bank's old rules. 
Morgan Grenfell renewed its courtship 
on November 18th, with a tentative pro- 
posal to buy Exco using its own shares. 
The same day, B&C offered £672m 
($960m) of its own shares, with a cash 
alternative. Prompted by two big share- 
holders, Tan Sri Khoo Teck Puat of 
Malaysia and the Belzberg Brothers of 
Canada, Exco demanded that offers 
should include a cash alternative. And it 
insisted that all bids be in by the following 
evening. Morgan decided to press on, 


despite the difficulty of making a cash 


offer bigger than its capital base. Within 
24 hours Morgan found institutions to 
underwrite its offer. But on the evening 
of November 19th, Morgan pulled out, 
leaving B&C a clear field. The deal was 
signed early on November 20th. Hours 
later, news broke that the Khoo family's 
National Bank of Brunei was under inves- 









drew back. Sources witt h bank adi 
that it dithered. Some. directors wi 
reluctant to commit nearly £700m at t 
days’ notice, without having éxamir 
the books in detail. One possible reas 
for Exco's haste: Mr Khoo, who hek 
29% stake, may have wanted a s$ 
before news of his own troubles broke. 

Morgan Grenfell’s lack of a qui 
acting deal-maker like Mr Gunn at ! 
helm may have proved a hindrance. A 
some Morgan sources say that the be 
did not want to make an offer t 
would probably have been reject 
They reckon that Mr Gunn's close re 
tions with many on the Exco boa 
and his support from Mr Khoo and ! 
Belzberg Brothers {worth 9%), me: 
that Morgan Grenfell. never: had. m 
chance of winning. = 8 

Mr Gunn is transforming. Bac fron 
sleepy conglomerate into a hung | 
cial services giant. Since he ste 
chief executive in October, Mr Gu 


















decided to sell off Semele Fn 





Land of the rising cae 


The dollar so preoccupies foreign-ex- 
change markets that it is easy to lose 
sight of what other big currencies do 
against one another. This has helped to 
distract attention from significant swings 
between the yen and the D-mark. 

In early 1980, the D-mark bought 
about 140 yen. Today, the rate is only 
Y82—a drop of more than 40%. Since 
average inflation rates are broadly simi- 
lar in the two countries, this means that 
German exporters have enjoyed a big 
gain in competitiveness relative to their 
Japanese rivals. Despite this, West Ger- 
many's trade gap with Japan has wid- 
ened from DM6.5 billion in 1980 to an 
estimated DMIS billion ($7 billion) this 
year. 

The D-mark reached a low of Y73 in 
late July. Since then it has risen by 12% 
against the yen. For four reasons: _ 

@ During the past year, interest rates 
have shifted strongly in favour of the D- 
mark. In November 1985, Euroyen de- 
posits pai 
than rates on D-marks. Today, interest 
rates are a fraction lower for Euroyen 
than for EuroD-marks. 

e West Germany's economy has been 
more robust than Japan's this year 
mainly because it is less depen 





34 percentage points more 


is expanding at a proportionately faster 
rate than Japan’s. In the year to Septem- 
ber, its trade surplus reached $46 bition, 
still a lot less than. Japan's -$83 billi 

But West Germany's surph 
equivalent to 5196 of its GNP 
only 4%. 









@ The deal struck at the end of October: 
between Mr James Baker, America’s 
and Mr 


treasury secretary, Kiichi 


D-mark against yen 


140 




















exporting to America. Industrial produ —  Miyaz 
tion rose 1.2% in West Germany in the = we Vest 
year to the third quarter of 1986, com- p 










pared with a drop of 1% in Japan during 
the sme period. 


|e West Germany's overall trade surplus | 






ive now been grouped into five divi- 
ns: financial services; aviation; proper- 
and leisure; the Steel Brothers trading 
mpany which includes industrial hold- 
gs; and development capital. 
Mr Gunn has no grand design; he wants 
If-contained cash-generating businesses 
yich do not need much capital. Mr Mark 
Hanlon, an analyst at stockbroker 
sare Govett, compares Mr Gunn to 
rd Hanson: both look for cheap acqui- 
ions which quickly pay for themselves, 
ing disposals and cash flow to finance 
rther buys. B&C now has £270m of cash, 
is £200m of liquid securities available 
fimance a further purchase. Without 
ficulty it could borrow and issue shares 
r another £500m, so Mr Gunn's next 
y could be for over £1 billion. 
Mr Gunn says he will continue to avoid 
unstream investment banking. “You 
ed large amounts of dedicated capital 
mee globally. We're not big 
ugh and it's hard to predict returns." 
t he admits that if a merchant bank hit 
uble he would look at it. 
One lesson from the purchase of Exco 
hat merchant banks without rich uncles 
y find it hard to win business advising 
large acquisitions. B&C used Barclays 
Zoete Wedd (BZW) to advise it and 
ance its bid for Exco, rather than its 
ditional merchant bank, Baring. It did 
despite the Barclays subsidiary's unre- 
rkable record in corporate finance. 
€ reason, says Mr Gunn, is that BZW 
i the muscle to provide £672m immedi- 
ly, while a traditional merchant 
ik—like Morgan—would have had to 
1 sub-underwriters for the offer. 


itish Gas 
lb 


id has been told 


persistent, numbing but nevertheless 
'ctive advertising campaign will grind 
a close in early December when the 
re flotation of British Gas gets under 
i. If the advertisements have not 
xed millions of British individuals into 
ing a few hundred shares each, then 
share price, fixed on November 21st 
35p, should do so. 
(re again, some investors will be 
re equal than others. Applications 
€ on December 3rd and dealing by big 
ers begins at 2.30pm on December 
Poor Sid will not be told whether his 
lication has succeeded until after De- 
ber 15th, when letters will be posted 
in time to increase the pre-Christmas 
1. Staglets keen to sell quickly will 
e to hope the price holds steady for at 
t two weeks and possibly three. 
he price of 135p looks attractive to 
itutions. The City's consensus (often 








The family affairs of Tan Sri Khoo Teck 
Puat are becoming of international inter- 
est. Mr Khoo is a 69-year-old Malaysian- 
Chinese businessman with rights to per- 
manent residence in both Singapore and 
Australia. His empire includes luxury 
hotels in Singapore, buildings in Hong- 
kong, Australia's largest hotel chain and 
a 6.28% stake in Britain's Standard 
Chartered Bank. Only three months 
ago, an Australian business magazine 
rated him alongside Mr Robert Holmes à 
Court among the richest men in Austra- 
lia, with a personal fortune of around 
$387m. 

Imagine, then, the surprise when, on 
November 20th, the government of Bru- 
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A 
Sultan versus Malaysian 





nei suddenly took control of the National 
Bank of Brunei, in which the Khoo 
family has a majority stake. The bank 
had been jointly owned by the Khoos 
and Brunei's royal family. Imagine, too, 
the loss of face when Tan Sri Khoo's 
eldest son, Mr Khoo Ban Hock, who is 
the bank's chairman, was arrested on 
charges of fraud along with Mr Andrew 
Peattie, the outside auditor, and a col- 
league of Mr Peattie's, Mr Bernard Soo, 
a Malaysian resident in Brunei. 

The Brunei government's charges are 
simple: that the bank wrongly made 
unsecured loans totalling B$1.33 billion 
($608m) to companies controlled by the 
Khoo family. In other words, it is alleged 
that the Khoo family was using the bank 
for its own purposes. 

The implications could be far-reach- 
ing. The Brunei authorities have frozen 





wrong) is that the shares will trade at a 
first-day premium of 159095. N.M. 
Rothschild, the merchant bank advising 
the government, has persuaded under- 
writing banks to accept half the normal 
fee of 1.5%; presumably these expect a 
compensating profit on their allocation of 
shares. With 4 billion shares on offer, 
British Gas will raise nearly £5.5 billion 
($7.9 billion). 

At heart, British Gas is still the plain 
gas utility that no amount of gloss¢ adver- 
tising can conceal. This may[be its 
strength. In theory, the govern 







The Sultan's palace Khoo 


all transactions with the bank. If Brunei 
calls in the loans made by the bank, then 
how will borrowers—ie, the many Khoo 
companies—cope? The prospect of a 
domino-like collapse may be far-fetched, 
but it is plausible enough to have sent 
prices tumbling on the Singapore and 
Kuala Lumpur Stock Exchanges. The 
Singapore Straits Times index fell by 
2.6% on the day after the announce- 
ment. 

Actually, the Khoo family is unlikely 
to be caught short of cash. Just as the 
Brunei case broke, British & Common- 
wealth (see previous page) had agreed to 
pay Tan Sri Khoo £194.7m ($277.4m) in 
shares and cash for his 29% stake in 
Exco International. In addition, he has 
his stake in Standard Chartered—bought 
last July to help it fend off a hostile bid 
from Lloyds Bank and increased during 
November—and similar interests in 
three big Singapore banks. 

The Brunei authorities claim that they 
have been worried about the bank since 
1984. Why, then, did they take so long to 
act? One theory is that they were pro- 
voked into action when, in July, the 
bank attempted to borrow $30m by issu- 
ing floating-rate notes on the Eurodollar 
market—an issue which was withdrawn 
after a few weeks. 

Another story put forward is that the 
Khoo family is suffering the retaliation 
of its long-time associates, Brunei's rul- 
ing family, which has not forgotten that 
it bought the Singapore Holiday Inn 
hotel from the Khoos for $$250m in 
1983—just before the hotel business 
slumped in Singapore. Since the fabu- 
lously rich royal family has absolute 
power in Brunei, the government's take- 
over of the bank means that the Sultan 
now owns it. By calling in the loans, the 
Sultan could capture still more of Mr 
Khoo's empire. 

Tan Sri Khoo is being diplomatic. He 
says: "The relationship between the 
Khoo family and the Sultan has always 
been cordial and co-operative over a 
long period, and there should be no 
problem that cannot be resolved be- 
tween both parties." 


stripped it of its monopoly. A rival con- 
cern could seek permission to use the 
national gas grid. In practice, any such 
rival would be hard pressed to obtain such 
cheap supplies of gas and to deliver them 
so cheaply. British Gas has kept the 
growth in its non-gas costs to two percent- 
age points below the rate of inflation for 
the past five years. 

Through a formula linked to the price 
of oil, British Gas can pass any rises in the 
cost of obtaining gas on to its tariff 
customers. These make up 90% of all its 
business. The firm forecasts its post-tax 
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Now he can own it some more—that's the beauty of gas 


profits at £442m for this year. Institution- 


These factors, as well as the threat of 





some sort of renationalisation by a La- 
bour government, are unlikely to discour- 
age small buyers. A choice of a one-for- 
ten loyalty bonus, up to a limit of 500 
bonus shares, for holding on to shares for 
three years, or of vouchers for gas cus- 
tomers, up to a limit of £250, to go against 


al investors regard these earnings as more 
attractive than any great scope for capital 
growth. Three-quarters of profits will 
probably be handed out in dividends, 
which means a likely yield on the shares 
of 6.895. This is midway between yields 
on shares in Royal Dutch/Shell and Brit- 


"Wl led 


ish Petroleum, the only even roughly 
comparable listed firms in Britain, and 
one percentage point less than index- 
linked gilts (government bonds). British 
Gas forecasts annual growth in post-tax 
profits of about 10% to 1990. 

Some have doubts. Phillips & Drew, à 
stockbroking firm, reckons that a reduc- 
tion of only 1% in the volume of gas sold 
would mean a £150m, or 10%, reduction 
in pre-tax profits. Should labour costs rise 
at 2% above the rate of inflation, instead 
of 1% above as at present, pre-tax profits 
would suffer by 6.6%. Neither of these 
problems have arisen during the past five 
years, but that is no guarantee of the 
future. 


C.E. Heath 


gas bills; a low minimum investment of 
£135 (fully-paid); and payment by three 


instalments are all likely to have small 
investors dreaming about returns during 
the next three years. 

Over three years, the loyalty bonus 
gives, on paper, a higher return than 
taking the vouchers. But waiting for the 
bonus carries a risk that the share price 
might drop; vouchers arrive more quickly 
and securely, in six batches over three 
years. They look a better bet for buyers of 
small lots—if you expect to use that much 
gas. In the first year, vouchers should 
mean a total return (not counting capital 
gains or losses) of 22% for the punter who 
has invested in 400 shares. 
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On a Pinnacle? 


Pinnacle Reinsurance Company, the Ber- 
mudan subsidiary of C.E. Heath, a bro- 
ker at Lloyd's of London, is facing a 
$500m lawsuit in Louisiana, along with 
ten other defendants. The action is being 
brought by the joint liquidators of Mentor 
Insurance under America's Racketeer In- 
fluenced and Corrupt Organisations Act 
(RICO), originally intended as a piece of 
anti-Mafia legislation relating to mail and 
wire fraud but frequently used now in 
cases of alleged insurance frauds. Mentor 
Insurance is another Bermudan reinsur- 
ance company and is indirectly owned by 
a giant offshore drilling and exploration 
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company, ODECO, which is also one of the 
defendants. 

The Louisitina court action is potential- 
ly an expensive piece of litigation for 
Heath, which is Britain's sixth-biggest 
insurance broker. It recently agreed a 
merger with Fielding Insurance, a smaller 
Lloyd's broking firm which is 81% owned 
by the Hambros banking group and is led 
by Mr Richard Fielding, who left Heath 
12 years ago. Roughly a quarter of the 
pre-merger Heath's £32.6m operating 
profit i$ 1985-86 came from Pinnacle. Mr 
Derek Newton, Heath's chairman, told 
The Ec§nomist that the company had “no 







case to answer" and that he was “confi 
dent that they [the liquidators of Mentor 
will drop the case”. 

ODECO set up Mentor as a captiv 
reinsurance company—ie, a wholly 
owned subsidiary which insured or reir 
sured risks arising from ODECO's bus 
ness. Like many captives, Mentor wa 


` also a legitimate tax dodge. ODECO coul 


deduct insurance premiums paid to Mer 
tor as an allowable expense against ir 
come tax. Also like other captives, Mer 
tor began insuring and  reinsurin 
business from sources other than its pa 
ent company. ODECO also set up tw 
subsidiary companies in the United Stat 
in March 1983—Mentor Insurance an 
Reinsurance Company and Mentor Exce: 
and Surplus Lines Insurance Company. 

In order that these two new companii 
could attract business, the Bermud: 
subsidiary had to be seen to be pros 
ing. But, according to documents file 
Louisiana, it was not prospering. 
losses were climbing at such an alarmir 
rate that “tens of millions of dollars : 
additional loss reserves" would have h: 
to be put up to keep it solvent. Instea: 
claim Mentor's liquidators, the compal 
entered into three contracts, described 
reinsurance, with Pinnacle during tl 
years 1982-84, for which Pinnacle s 
ceived premiums totalling $18.5m. 

As, valid reinsurance, the Pinnac 
agreements would allow Mentor to t 
duce its loss reserves by the amou 
covered by the contracts and so impro 
its balance sheet. Mentor reduced its lc 
reserves by a total of $54.3m in the thr 
years 1982-84. The firm's liquidatc 
claim that these were not valid reins 
ance contracts. Payments would not 
made by Pinnacle as losses at Ment 
became due. No payments would 
made for ten years after the date of 
contracts, when a single lump-sum 
ment would be made. In effect, it 
claimed, the reinsurance contracts we 
no more than deposit arrangements; s¢ 
arate side letters to the contracts fre 
executives of Mentor to Pinnacle cc 
firmed that no payments would be 
quested for ten years. 

When Mentor's auditors, Peat M 
wick Mitchell, began to prepare the co 
pany's accounts for 1984, the firm ask 
Pinnacle to confirm that there were 
side letters to the agreement. Pinna 
stalled. 

In ODECO's annual report and accou 
for 1984 and in its 10-K financial statem 
filed with the Securities and Exchar 
Commission, the company revealed ! 
existence of the side letters for the fi 
time: "in early 1985, the comp: 
[ODECO] learned of the existence of | 
authorised agreements entered into 
MIL [Mentor]". 
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Iving in a global greenhouse 


oah was ps off and ready for the flood. In our century, scientists 
an phere will lead, eventually, to 
beginning to find out what the 


‘edict that 
jreenhouse effect" really is 
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» floods wil be in the wrong 


ks of a world with spreading deserts 
i rising sea levels have surfaced regu- 
y during the past decade. Some scien- 
s said the earth would not get warmer; 
st said it would. Others predicted a 
-scale ice age before the year 2000. 
cause the scientists have told such 
erent stories, few have taken them 
iously. A series of tomes from Ameri- 
š Department of Energy, based on five 
r$' work, establishes the real threat. 
appreciate it, imagine a global 
enhouse. 
'he fields and forests and plains of the 
th shelter in an invisible bubble—the 
th's atmosphere. The walls of that 
ible are getting denser: since the mid- 
of the nineteenth century, human 
vities have boosted the amount of 
bon dioxide in the atmosphere by a 
iter. Carbon dioxide traps heat that 
ald otherwise escape into space and as 
'sult the world has warmed up by half a 
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ges to the earth's atmos 
ymething big. But what? They are now 
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degree centigrade since 1850. This is the 
greenhouse effect. 

The rise may sound small, but some 
believable projections say that within a 
few decades, the earth will be warmer 
than it has been for at least 100,000 years. 
And, early next century, the concentra- 
tion of carbon dioxide in the atmosphere 
will increase to levels not reached on 
earth for at least 1m years. What this 
means for farming—or any*other activity 
that depends on the weather—is hard to 
predict. 

The change is caused by the consump- 
tion of fossil fuels by factories and power 
stations and by the destruction of tropical 
rain forests. These activities put carbon 
dioxide into the atmosphere, as carbon 
from the fuel—or from the wood and 
humus of forests—combines with oxygen 


from the air. Although the pgocesses 
remove some oxygen from thé atmo- 
sphere, that poses no threat. Thegstore of 


oxygen is huge. If all plant life died 
tomorrow and photosynthesis—a plant's 
way of cooking oxygen and other good 
things out of carbon dioxide, water and 
sunlight—were to cease, man would 
quickly starve. But it would take millions 
of years for the oxygen that has already 
been produced to be combined with other 
elements and disappear. 

The concentration of carbon dioxide in 
the atmosphere today is a little over 
0.03%, or 300 parts per million (ppm). 
That tiny concentration of carbon diox- 
ide, together with a trace of water va- 
pour, helps to maintain a delicate balance 
that determines the temperature on the 
surface of the earth. Because the amount 
of carbon dioxide in the atmosphere is so 
small, the impact of human activities is 
proportionately large—and is tilting the 
balance in favour of warmth. 

The greenhouse effect is not new—life 
on earth has always depended on it. 
Without it the planet would be frozen 
everywhere. To understand why, consid- 
er the following. 

The surface of the earth is warm largely 
thanks to the heat it gets from the sun. 
Radiation from the sun carries most of its 
energy in the visible part of the electro- 
magnetic spectrum. This energy is ab- 
sorbed by the surface of the earth, which 
warms up as a result. Like all warm 
objects, the earth itself radiates energy. 
Because the temperature of man's planet 
is much lower than that of the sun, the 
earth radiates its energy at longer wave- 
lengths, in the infrared part of the spec- 
trum. Infrared radiation is the invisible 
heat that you feel when you place your 
hand close to a hot radiator. It is easy for 
physicists to calculate the temperature at 
which the amount of heat being received 
by the earth from the sun is exactly 
balanced by the amount of heat being 
radiated away from the earth at infrared 
wavelengths. For a planet like earth, in 
the same orbit around the sun but with no 
atmosphere, equilibrium would be 
reached at a surface temperature of minus 
23°C—well below the freezing point of 
water. 

Since the sun was cooler when it was 
young, the implications are even more 
dramatic for the young earth—just after 
the planets were formed (about 4.5 billion 
years ago). A frozen world, with no 
water, would not have allowed life to 
develop. When the earth formed, it was a 
heaving mass of volcanic activity, bom- 
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barded by fragments of material from 
space—planetesimals—that were sticking 
together to form the planet. The impact 
of these missiles would have heated the 
surface to produce lakes and seas of 
molten rock. The activity produced an 
atmosphere rich in carbon dioxide and 
water vapour, two gases that are the main 
components of the material released by 
volcanoes today. These gases have little 
influence on the solar radiation coming in 
from the sun in the visible part of the 
spectrum—they do not absorb visible 
light. But both carbon dioxide and water 
vapour do efficiently absorb infrared ra- 
diation. So from its earliest days the 
atmosphere of the earth acted to hold in 
radiation that would otherwise 
have escaped into space. 

When molecules of carbon diox- 
ide and water re-radiate their ener- 
gy, some is lost into space, and 
some is radiated back down to the 
ground, keeping it warmer than it 
would be if there were no atmo- 
sphere above it. The mean air tem- 
perature at the surface of the earth 
today is close to 15°C, and the 
difference between this and the 
minus 23°C appropriate for an air- 
less globe is entirely explained by 
the greenhouse effect. Thus the 
earth is some 38°C warmer than it 
would be if it had no atmosphere. 

Soon after the earth was formed, 
the greenhouse effect went into 
decline. First, as the planet cooled, 
most of its water vapour condensed 
and fell as rain to make the oceans. 
Then (about a billion years ago), 
when plants began to break down 
carbon dioxide and release oxygen 
into the atmosphere, the carbon 
dioxide concentration began to fall. 
Both these processes weakened the 
greenhouse effect. But as the 
warming influence of the green- 
house declined, the sun got hotter. 
The earth has thus always kept 
fairly warm: warm enough to keep the 
oceans liquid, even in the coldest ice age. 
However, geological records show that 
big changes have occurred in both the 
amount of carbon dioxide in the earth's 
atmosphere and the average temperature 
of the globe. 

Hundreds of millions of years ago, the 
atmosphere still contained much more 
carbon dioxide than it does today—may- 
be thousands, certainly several hundred, 
parts per million. Perhaps an atmosphere 
rich in carbon dioxide contributed to the 
warmth of the carboniferous period— 
around 300m years ago—and to the lush 
vegetation on which the reptiles of the 
time fed. (More carbon dioxide helps 
plants to grow.) It is largely the fossilised 
remains of those carboniferous forests, in 
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the form of coal, that people are burning 
today and thus (perhaps) returning the 
atmosphere to its carboniferous state. 
The geological records show, however, 
that the carbon dioxide concentration fell 
gradually, but steadily, until a few million 
years ago. Since then, the earth has 
undergone a regular cycle of ice ages. The 
pattern is one of roughly 100,000 years of 
an ice age, followed by a brief warm 
interval of about 10,000 years called an 
interglacial, and then another ice age. 
These rhythms can be partially explained 
in terms of regular changes in the orienta- 
tion of the earth as it wobbles in its orbit 
around the sun. Whatever their exact 
cause, for at least the past million years, 
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the atmospheric concentration of carbon 
dioxide has varied in a narrow range, 
from 200 ppm during ice ages to 270 ppm 
during interglacials. 

This does not mean that the green- 
house effect is driving the climatic 
changes. Wflen the oceans are colder 
during an ice age they absorb more car- 
bon dioxide. When they warm, carbon 
dioxide is released. This feedback may 
enhance the ice-age cycles, even if it is not 
the main cause of them. 


The ice man cometh, slowly 

Man lives in an interglacial that began 
some 10,000 years ago and which is set to 
end—bg all the geological and astronomi- 
cal sigys—about a thousand years from 
now. This is when the next ice age is due. 
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No direct measurements of the atm: 
spheric concentration of carbon dioxic 
in the nineteenth century are availabl 
but indirect techniques—such as the ana 
ysis of wood from tree rings and : 
bubbles trapped in ice cores drilled fro 
the Antarctic glaciers—suggest that b 
fore about 1850, the concentration w 
around 280 ppm. This fits estimates of tl 
concentration during past interglacial 
The first direct measurements come fro 
the early twentieth century, when tl 
level was 300 ppm. Regular precise mor 
toring began at an observing station « 
top of Mauna Loa in Hawaii in 195 
when the concentration was 316 ppi 
This year, the concentration is reachii 
350 ppm. 

Even within an interglacial, the 
are deviations from the avera 
long-term concentration of carb: 
dioxide in the atmosphere. 
details cannot be picked out ^i 
older geological record, but 
ring records suggest that, over t 
past 1,000 years, natural variatio 
have ranged from a low of abo 
250 ppm to a high of about 3 
ppm. It may well be, however, tk 
the current concentration of carb: 
dioxide in the atmosphere is | 
ready greater than any that h 
occurred since the beginning of t 
most recent ice age, some 100,0 
years ago. Once the concentrati 
passes 400 ppm—which is likely 
happen within the next 50 years 
the atmosphere will be returning 
a state it has not been in for w 
over 1m years. 

For this to happen, two con 
tions will have to be met. Therel 
to be enough fossil fuel for man 
burn to make the necessary carb 
dioxide. And the carbon diox 
has to stay in the air, not dissol 
the sea or disappear somewht 
else. It seems that both conditic 
will easily be satisfied. 

e Do not be misled by the relatively sm 
amounts of oil in the earth's "kno 
reserves". Known reserves of oil hé 
never amounted to enough to last 
more than a few decades—they do 1 
include forecasts of future discoveri 
Also, talk of energy crises almost alw. 
means oil crises. Relatively little att 
tion is paid to coal. But the amount 
coal available worldwide is alre: 
known to be enough to supply any c 
ceivable level of human demand for en 
gy for hundreds of years to come. The } 
factor in the build-up of carbon dioxide 
the atmosphere is not the amount of fo 
fuel lying around, but how quickly peo 
choose to dig it up and burn it. 

Geologists think that total recovera 
reserves of fossil fuel—90% of it in 
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al- amount to 300, 000 quads of 
A quad is equivalent to one 
ritish thermal units, or the annu- 
t of a score of 1,000 megawatt 
stations. The world uses up just 
:0 quads each year. 

Most, but not all, of the carbon dioxide 
roduced by burning fossil fuels stays in 
e atmosphere. About 58% of the car- 
on dioxide produced by burning since 
‘ecision. monitoring began in 1958 has 
ayed up in the air. The rest is being 
vallowed by the oceans, or absorbed in 
her natural processes such as the forma- 
on of limestone rocks. The gas is not, as 
me had hoped, being gobbled up by 
'getation in the tropics. Tropical forests 
€ still being destroyed so quickly that 
dation of their organic material is 
more carbon dioxide to the atmo- 
than the surviving vegetation is 















'anographers and chemists cannot 
plain how the seas manage to absorb so 
uch. carbon dioxide. Without under- 

ing neho the oceans do it, forecasters 






opie still further. oxi n these 
fe r carbon dioxide are now filling 
d less 














1 uture. If so, ‘the moh: 
ntration will increase more rapid- 
ternatively, it may be that a further 
in the concentration of carbon 
oxide will make absorption more effi- 
nt. On balance, the best predictions 
2 a modest growth in consumption of 
ssil fuels in the years ahead (how mod- 
td pe ds-on:which economic forecasts 
u favour) and assume that a little over 
rbon dioxide emitted as a 
tay in the air. 
at are the implications? In the 
_Os, it was suggested that a warming of 
* globe caused by the greenhouse effect 
'uld produce drought in the great plains 
North America and elsewhere. This 
uid cause polar ice caps to melt thus 
Sing sea levels. At the time, the fore- 
its were largely guesswork and there 
s no firm evidence of the global warm- 
' actually taking place. Because of the 
acern raised by these claims, however, 
ich work has gone into the computer 
dels which calculate the response of 
| lobe it both sr aan and rain- 
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ide concentration, and their esti- 
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would cause a rise in global mean tem- 
perature of between 1.5 and 4.5*C. 

The models are not sensitive enough to 
discern the effects of fhe smaller rise in 
carbon-dioxide concentrations that has 
occurred since 1850, but these projections 
are in line with the latest analyses of 
global temperature records. The records 
suggest that there has been a warm-up of 
about 0.5°C since the mid-nineteenth cen- 
tury. Some analyses by a team at the 
Climatic Research Unit of the University 
of East Anglia show several long-term 
ups and downs of temperature since 1850, 
as well as the year-to-year variations that 
everybody knows about. The underlying 
trend is upwards. Five of the nine warm- 
est years on record have occurred since 
1978—and 1980, 1981 and 1983 stand out 
as the three warmest years since records 
began. 

The changes are not, however, the 
same all over the globe. Both the comput- 









Warming up in the north 
Estimates of Northern Hemisphere temperature 
changes f 
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er models and the actual record of tem- 
perature variations in the present century 
reveal that when the world warms up, the 
high latitudes warm much more than 
average, while the low latitudes warm up 
least. This reduces the difference in tem- 
perature between the equator and the 
poles, which in turn has profound—and 
as yet only poorly understood—effects on 
the general circulation of the atmosphere. 
It is harder to calculate changes in 
rainfall. But the same confputer models 
that predict a rise in mean temperature of 
up to 4.5*C for a doubling of the carbon- 
dioxide concentration also predict an in- 
crease in precipitation of 7-11%, caused 
by the increased evaporation of ocean 
waters in a warmer world. The increase in 
rainfall is likely to occur. mainly in the 
jatorial region and perhaps at high 
ll be less rainfall in the 
ely astride thgyequato- 
W ch aroraa ud 
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Sea levels are also- 
exactly. Reliable recori 
comparison from year 
to decade are hard 
harder to interpret. B 
ried out for the Americ: 
Energy’s study has fo 
have been rising i 
world at a rate « 













































tury. This do 
dence of risin 
time. The first 
tures on the ocea 
layers of the o 
warm, which itseli 
The rest of the rise so far can b 
by water running off retreatin: 
glaciers at temperate and low la 
Paradoxically, the first effect o 
temperatures on the polar ice- cap: 
make them grow, not shrink, beca 
high latitudes the increased evapo 
that is brought by rising tempx 
brings more precipitation in the fo 
snow. But eventually—if the rise 
ues—melting ice sheets will beco l 
factor in the calculations. s 
Melting ice contributes to a rise. 
levels only if it is not already floatin 
the sea. Floating ice displaces just abo 
its own volume of water and so does : 
increase the sea level even if it melts. If 
the Antarctic ice sheet were to m 
levels would rise by more than 6 
while melting of the Greenland ic 
would raise sea levels by eight me 
But if all the ice floating over the Nor 
Pole were melted it would have no 
ence at all. | E 





All antediluvians 1 now i 
Such changes in sea level are unli < 
occur for hundreds of years (i 
because ice has a high level of “th 
inertia": it melts very slowly. But. 
researchers suggest that doubling t 
ural concentration of carbon dioxid 
lead to a rise in sea levels of betwee 
and two metres, perhaps by the end of 
next century. That would mean i 
greater risk of frequent and heavy flood: 
ing in low-lying regions. New York, 
don, Peking and much of Bangladesh and _ 
Holland would all be seriously. affected: — 
Leaving aside these long-term, | and : 
rather speculative, worries, a naive opt 
mist might well see the build-up of car 
dioxide in the atmosphere as a 
thing. Not so. NE CN. 
ieee ml m hi fee 
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... and now the weather 


Temperature Bill Over 2 -1 100 
change, C g 1 to2 [ ] Insufficient 
data 
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carried out in greenhouses smaller than 
the earth show that when the concentra- 
tion of carbon dioxide is below 280 ppm it 
is probably the main limiting factor on 
plant growth; while for every 10 ppm 
increase above that level plant growth is 
stimulated by between 0.5% and 2%, 
depending on the species. Also, when 
more carbon dioxide is available plants 
use water more efficiently in photosyn- 
thesis, and do not require so much rainfall 
in order to grow. But all of these are 
mixed blessings. 

@ It is not only food crops that may be 
stimulated by more carbon dioxide. Many 
weeds would respond even faster than the 
crops. Thus, although food plants may 
grow more vigorously, in the case of some 
varieties—such as soyabeans—the growth 
would produce more carbon compounds 
and relatively fewer compounds that are 
rich in nitrogen (an essential part of diet). 
e More efficient use of water can pose 
problems, too, especially if it is coupled 
with increased rainfall. The unused water 
has to go somewhere and can cause 
trouble, both by increasing soil erosion 
and by increasing the risk of rivers burst- 


Computer models say this does not look good 








Rainfall change BEN increase 





ing their banks. 

Perhaps the biggest cause for concern is 
simply that the world is not so arranged, 
economically or politically, to cope with 
hig climatic changes. Even if a slightly 
warmer world were a "better" place for 
most people to live in, with less harsh 
extremes of climate and improved pros- 
pects for agriculture overall, the transi- 
tion from the present state of affairs to a 
better one is likely to be painful. The 
developed countries of the richer north 
are the ones that will suffer most from the 
climatic shifts which are now being fore- 
cast. The grain-growing region of the 
United States is likely to be particularly 
hard hit by drought. Most of Europe and 
the most fertile regions of the Soviet 
Union will get less rainfall. In warmer, 
wetter regions of the globe, where rice is 
still the staple crop, slight increases in 
both temperature and rainfall are likely, 
and would be beneficial, lengthening the 
growing season of rice, allowing more 
flexibility in planting time, and opening 
up new opportunities for cropping more 
than one harvest a year. 

Hence a political dimension to the 


debate—which is only now beginning t 
become serious and informed—on th 
greenhouse effect. By and large, Americ 
shows the greatest concern while Weste1 
Europe expresses little sense of urgenc 
about the problem. Russia and its allie 
still seem to believe that problems raise 
by technology can be solved by techno 
ogy. And, of course, in the Soviet Unio 
of all places it is hard to convince anyboc 
that a global warming is a bad thin; 
These are the regions of the globe th. 
have been largely responsible for tl 
increase in carbon-dioxide concentratic 
since 1850, and they will be the wor 
affected by climatic changes. 

But as the twenty-first century à 
proaches, the biggest source of carbo 
dioxide emissions will be the developu 
world, including China, which is likely 
be responsible for 50% of global carbo 
dioxide emissions by the year 2025, con 
pared with less than 25% in 1975. 
are precisely the regions of the wort dl 
may benefit, marginally, from the im 
diate climatic changes, and where tl 
problems of poverty and development a 
so great that there is no prospect of 
reduction in the pace of industrialisatit 
simply in order to avoid a worsening 
the greenhouse effect. 

Overall, there is no prospect of keepi! 
carbon-dioxide emissions low enough 
prevent at least a doubling of the 18 
concentration before about 2050. TI 
should lead to a rise in global me. 
temperatures of about 2°C. The equato 
al regions will warm up by about 0.5' 
and the high latitudes by up to six d 
grees. The only immediate way to redu 
carbon-dioxide emissions would be 
close down fossil-fuel fired power static 
and replace them—with nuclear power 

One extra threat remains. Research: 
have learnt that other gases being add 
to the atmosphere as a result of hug 
activities, including methane (from 
stock) and chlorofluorocarbons (fré 
aerosols), will also strengthen the grec 
house effect. 





use ‘sound radar to catch insects. 
nan beings use it to catch submarines. 
€ humans had to invent sound radar: 
i invented i it for bats? 
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nce of a watchmaker. 
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an eye-designer, a God. Dr 














Ise Onganised complexity does not 
ply purpose; it was Darwin’s genius to 


Dawkins, hike Darwin, believes i in 
from the design of animals to how 








‘device and how having 
ild have benefited its own- 
ncouraging the preservation 
ly random changes that brought 
Of the device's advantages. He 
ied the principle to animal behaviour 
ie Selfish Gene" ten years ago. Now 
explores the whole of evolution. 
“or those who like good writing, tight 
'ument and unpulled punches, this is a 
isfying. book. One by one, the author 
es the arguments of Darwin's critics 
i drives a juggernaut of logic through 
m. It takes him just a few pages to 
nonstrate beyond all doubt that La- 
m (the eed that an animal 's char- 






looks for the function of 


B IND  VATCHMAKER. By Richard Dawkins. Longman. 332 pages. £12.95 


happen, but cannot happen, given the 
way embryos develop. For embryos are 
not built according to genetic blueprints 
but according to genetic recipes, and you 
cannot rewrite recipes by changing cakes. 


Again and again he returns to the eye, 


an old favourite of anti-Darwinians. 
What use, they are fond of saying, is half 
an eye? A great deal more use than no 
eye at all, replies Dr Dawkins and ham- 
mers home the examples of animals with 
half-eyes. Quoting one critic on the need 
for perfection in the design of eyes, he 
then points out that you may have read 
that statement through spectacles. 


Natural selection just cannot be avoid- 


ed. If creatures reproduce and individuals 
vary, it is not possible to circumvent the 
fact that they will change from generation 
to generation and that the change will not 
be random. There are good reasons, too, 
for thinking that such a mechanism can 
construct as well as preserve details of 
design: through, for example, arms races 
between species. (from a cheetah's point 
of view, the weather may change random- 
ly, but the gazelles always get better at 
getting away from cheetahs, so cheetahs 
get better at catching gazelles). 


Dr Dawkins is saying no more than 


Darwin said, though his examples are 
better and the theory is much fuller. He 
does not disguise his exasperation with 
those who still have not got the message. 
"It is impossible to believe... 
drone. Nonsense, I believe it, replies the 
author. 


, they 


He does not believe in leaving evolu- 


tion to nature. He sees no reason not to 
dabble in it himself. He wrote a computer 






program that takes a simpl : 
oe. varies it in a num : er 4 








ter images and “breeding” fto 
again with random variation, he pr 
duced a menagerie of peculia apes—i 
shown above and below. This 1i 


















that, where he does the selectin 
or Prada does the iod gi 


could n not set | off, for the: onc 
this planet, a genuine evol | 


gression. It would | . be 
Darwinism. 2 
Why do people find it so hard 


Darwinism? ae — li ke 
































Bon: ‘within are eee pur th 
selves or by the press as heretics. 
there are the creationists, who reg 
long-discredited examples. with 
listening to the replies. To explain org: 
ised complexity by postulating the ex 
tence of more organised compi Xİ 
God—is not satisfying. - E 
One other reason for the reluctar 
accept the logic of Darwin' s ides 





lution. Are you "really saying, ih 
that giraffes with. slightly long 
than normal had more babies? A ! 
lions, droughts and diseases, t 
neck length must have been va 
small. But it is just as hard to visu: l 





effect of AEN length to get to. wo 
to visualise the 'émaliness of of thee 
















ection as one pace, it would be two 
es from apeman to modern man and 
e journey from London to Baghdad for 
the history of life. 

© In only one part does the book's logic 
. falter: when dealing with the “punctua- 
—.tionists", who believe that species change 
suddenly after long periods of little 
change. The author is right to call such 
-people reformers rather than heretics, 
- but he is wrong to think that replacement 
by rival species—the way, eg, grey squir- 
Tels: drove out red squirrels in Britain— 
entirely explains the fact that evolution 
seems to happen in jerks. There does 
sem to be non-random but non-progres- 
sive selection at the species level caused 
by. Occasional catastrophes and huge 
oses of luck. In between, the fortunate 









(standard. Dacwinias means. 
b: A is as ie cee and readable a 


ctual reputations. But i it is more 
a defence of a theory. It is an 
oration of the vivid richness of a 
il idea, leaping effortlessly from 
rimeval soup to molecular clocks and 
ble, bitter rows of taxonomy. It lays 
ly to rest the most tired of all the 
ticisms of evolution, that it is duller 
the alternatives. As Darwin said, 
were is grandeur in this view of 

































merica a and West Germany 
hy Arthur burns 


HE UNITED STATES AND GERMANY. By 
Arthur Burns. Council on Foreign 
Relations. 51 pages. $10. Available in 

. Britain from the Council on Foreign 

Ev Relations 


m Iti is distressing to imagine what the vener- 
_ able author of this short book must think 
about Western Europe' s economic lag- 
gards, when this is his view of successful 
"West Germany. Mr Burns was, until 
i : ident ripe s ambassador 





Qu repr Í 
: all the breeds of dog by artificial 


and sqyeral 


ries of tre sets out to o explain why | 
America and West Germany are vital b 
partners, particularly in the defence of to 


the West. That point is beyond dispute. 
But the countries start to diverge over 
how to deal with Russia. The West Ger- 
mans feel they must learn to live with the 
Russians; the Americans feel they must 
be against them. Mr Burns is right to see 
an unending source of tension there. The 
divergence seems to have deepened since 
the Reykjavik summit. In a current West 
German opinion poll, Mikhail Gorbachev 
comes out more popular than Ronald 
Reagan. No Russian leader has ever had 
a positive rating before. 

Mr Burns, now 82, would be disturbed 
by this judgment, but he is less a defence 
strategist or political seer than a true- 
blue, free-marketeering scold. His sights 


become fixed on Europe's concern for 


social welfare, which he blames for West 
Germany's flagging dynamism and, in- 
deed, for every European weakness un- 
der the sun. 

It may be news to other Europeans, but 
the West Germans, says Mr Burns, no 
longer work hard. It seems that the view 
that this white-maned crusader took with 
him to Bonn was the post-war image of 
tireless Teutonic masons laying bricks by 


electric light at midnight. What a shock 
he had. Now the welfare state has misled. 
the West Germans, he says, into grabbing 
Europe's shortest work week, long holi- 


days, generous sick leaves, rest cures and 


early retirement: such © 
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Ty, but it is; a à useful way of thinking abo 
gences" have to be stamped out if West > well | | ; 








































As Mr Burns often d to lament whe 
he was chairman of the Fed, the lobbyist 
who wanted lower interest rates wer 
cleverly organised and often hard to r« 
sist. Fiscally, the same thing has har 
pened in Europe: there may be a majorit 
in favour of less public spending, bi 
there are dozens of minorities who wat 
more for themselves. Mr Burns's conch 
sions about West Germany might hav 
more force if he turned them round an 
relayed them to Americans: I have see 
the future and it doesn't work. 





Management 
S-curvy theories 


ADVANTAGE. [By Richard T 


















now in pup in again. “Consulta ee 
with workers were all the rage; now, fir 
guidelines and share incentives are f 
voured. So with technology. In the 1950 
! managerien theorists. sang ti the praises à 







the demand: eF custome E 
mount. Now conventional wisdon i 
with technology as the main source 
competitive advantage, and with produ 
quality as the best way of keeping custot 
ers loyal. This is not to say that mana 
ment studies are worthless. Large com 
nies, like supertankers, take n 
change course; swings in manageme 
fashions help them make the necessa 
corrections to the steering. - z 

In "Innovation: the. Attacker’ s Adva 
tage", Mr Richard Foster adds to comp 
nies’ understanding of the. importance 
technology by showing bow to cope wi 
the violent changes it can cause. His ma 
idea is the s-curve, which plots the effc 
put into improving a product qr proce 
(for example, R&D expenditure) agair 












technical performance (for example, q 









rability). 
some hither 


The curve does not destri 
uncharted business terril 









Germany and Europe are ever to recover ably 30i 


the entrepreneurial bounce on which 


America thrives. 
This 





European: ovemme 


a view that many Europeans » 









lieved, but, after a while, the limits of 
: technology are reached and more 
‘nding yields little, if any, improve- 
nt. But different technologies have 
ferently shaped S-curves; when one 
npany reaches the flat part of its curve, 
"uns the risk that an "attacker" on a 
N S-curve with a steeper slope will 
roduce a product that puts it out of 
iiness. All companies, says Mr Foster, 
st learn to cope with the changes that 
ur when one group of products or 
cesses supplants another—that is, 
en there is a shift from one S-curve to 
ther. Such a shift happened when the 
nsistor took over from the vacuum 
ie, or when polyester replaced nylon in 
e cords, and later when steel-rein- 
ced tyres took over from old-fashioned 
2S 


Che steeper incline of the new s-curve 
itly describes the advantages that a 
entrant in the market or the attackers 
. If an established company is 
art, or lucky, its R&D department will 
'e already done some work on the new 
hnology, enabling it to switch re- 
rces rapidly on to the new S-curve. 
s is what the world's biggest chemical 
apany, DuPont, did when it shifted 
m rayon to nylon for tyres, but its 
‘ory was short-lived because it did not 
lise where nylon was on its S-curve, 
that it was about to be overtaken by a 
duct with a differently-shaped s. As a 
ilt, a competitor, Celanese, which 
ted to polyester, a technically-superi- 
sroduct, could spend half as much as 
Pont but progress two-and-a-half 
es faster. 
he safeguard, Mr Foster says, is to 
p an eye out for technological limits 
ore you approach them (which is as 
n as it looks as if your return on R&D 
enditure will level off) and then look 
jnd for substitutes. Assessing these 
ts is not just a matter of measuring 
es on any old S-curve, of course, and 
Foster devotes much space to explain- 
how different kinds of products come 
ave differently-shaped S-curves. 


The succesy curve 








His is a useful book, full of examples of 
recent corporate technological history. It 
provides a new way of understanding 
business, not only for the business analyst 
but also for those working on the eco- 
nomics of innovation—a subject which, 
despite many volumes devoted to it, is 
still some way down its own S-curve. 


Marketing microchips 


Inventions aren't 
enough 


MARKETING HIGH TECHNOLOGY: AN 
INSIDER'S VIEW. By William Davidow. 
The Free Press. 194 pages. $23.95 


Personal-computer buffs fall broadly into 
two camps: a minority that swears by 
fiendishly clever number-crunchers built 
around Motorola's family of powerful 
microprocessors; and the multitude who 
manage with mundane machines based 
on Intel's processor chips. For all their 
power and ingenuity, the Motorola-based 
machines languish on the fringe while 
clippetty-clop computers have become a 
world standard, the centre of a burgeon- 
ing industry that supplies useful programs 
and handy peripherals. For this, blame 
IBM. The giant computer-maker picked 
not just the wrong family of microproces- 
sors when it plunged belatedly into the PC 
business, but the wrong Intel one to boot. 
How come? 

In a nutshell: marketing genius. **Mar- 
keting", says Mr Davidow, once the vice- 
president of marketing at Intel Corpora- 
tion, “is civilised warfare." He is right, of 
course, in every respect save one: the 
gospel Mr Davidow and his Intel col- 
leagues preach the length of California's 
Silicon Valley renders such an epithet far 
too genteel. Crushing the competition is 
the name of the game—especially if all 
you have to offer is an inferior device. 

Back in the middle ages of the micro- 
chip (ie, the late 1970s), Intel was strug- 
gling to find customers for an anaemic 
microprocessor it had developed. Its two 
main rivals, Motorola and Zilog, both 
had smarter, slicker and more powerful 
machines which were ready to hit the 
street. Fearing it was about to be shunted 
into the sidings as its rivals steamed 
ahead, Intel became painfully aware that 
nothing less than the company's whole 
future was suddenly on the line. For rule 
one in the big league of semiconductors is 
that the microprocessor is the locomo- 
tive, with each device sold pulling behind 
it a further ten times its own value in sales 
of cheaper ancillary chips. 

Zilog had won the first round 
Z-8Ü' microprocessor, and 
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looked set to clinch the second with its 
68000 series. Intel clearly had to get its | 
8086/88 micros accepted as the engine for 
the next generation of personal comput- : 
ers or suffer the consequences. Desperate al 
times called for desperate measures. E 
"Operation Crush" was the brainchild of A 
the author and his Intel colleagues during 
the winter of 1979. Its aim was to take an 
inferior device and turn it into a superior 
product—and crush Motorola in the pro- 
cess. Obvious? No, nothing less than 
inspirational. 4 
At the time, nobody yet realised the | 
wealth of difference between a mere f 
“device” and all the paraphernalia that 
goes to make up a “product”. The lessons 
Intel (and its now wiser and older rivals) 
learned in the process have entered the 
annals of marketing folklore. This is the 
first time they have been described in 
popular form—and in such an easily di- 
gested and compelling narrative. To its | 
credit, the book is neither a marketing f 
primer nor a discourse on the morals of | 
Silicon Valley. Instead, it concentrates on 
the author's personal experience of the 
succeed-or-bust marketing operation and 
tries honestly to distil the painful lessons 4 
learned in the process. On the whole, it 
succeeds. . 
"Fitness of use" is what subsequently " 
distinguished Intel's 8086/88 from its ` 
peers at Motorola, Zilog and elsewhere. | 





Intel took its minuses in performance and 
turned them into marketing pluses. Its 
inspiration was to realise that, no matter 





Correction - | 
Our review on September 20th of Professor | 
Harold James's "The German Slump 1924- 

1936” (Oxford University Press) referred to the | 
book as “The Great Slump”. Sorry. | 
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how inadequate the device was, the physi- 
cal component represented only a frac- 
tion of the actual product; the rest com- 
prised thorough documentation, design 
help for customers, after-sales support 
and a detailed catalogue describing all the 
company's compatible components in the 
pipeline. The whole point was to reassure 
customers that none of their own prod- 
ucts which incorporated Intel's chips was 
going to be rendered obsolete. 

But if there is a moral to Mr Davidow's 
tale it is a moral for America itself—for a 
culture obsessed with the next "great 
invention". Sad that the moral needs to 
be repeated so often: in high technology 
especially, preoccupation with the new is 
not enough; winning and keeping custom- 
ers involve more than endless invention. 
In industry after industry, the Japanese 
have stolen the lead by focusing on not 
imaginative innovation but excellence in 
execution. 

So it was at Intel in the late 1970s and 
has been ever since. So it is, and has 
always been, at IBM. So it might yet be 
again in Detroit, in Gary, Indiana, or at a 
thousand other bewildered rustbowl man- 
ufacturing sites that have seen their busi- 
ness snatched from them by more prag- 
matic suppliers from across the Pacific. 
The genius of American business has 
always been rooted in taking risks and 
being ambitious and, yes, inventive, too. 
Such qualities are admirable but not 
enough. The future of technology-based 
business—in the United States, particu- 
larly—depends on a reawakening to other 
traditional values as well: like attention to 
detail, and commitment to excellence. 
And that most unfashionable of habits, 
the work ethic. 


The Nazis 
Schindler's ally 


BREAKING THE SILENCE. By Walter 
Laqueur and Richard Breitman. 
The Bodley Head. 196 pages, £12.95 


Eduard Schulte was a German business- 
man who detested the Nazis and acted as 
a leading source of information to the 
Allies about the state of the German 
economy in 1942-44, His cover was so 
dense that bureaucrats in the American 
zone of occupation refused to deNazify 
him after the war. He retired in dudgeon 
to Switzerland, where he died, aged 75, in 
1966. 

Schulte lost a leg in an accident during 
his teens: luckily for him, because it kept 
him out of the army while so many of his 
contemporaries were killed in the first 
world war. He began his career in bank- 
ing, and went on to become general 
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manager of Giesche, Germany's largest 
producer of non-ferrous metals. One of 
his subordinates was a senior figure in the 
ss, a crony of Hifnmler's, who confided to 
Schulte in July 1942 exactly what the 
Nazis were going to do to the Jews. 
Schulte went to Switzerland, where he 
passed word to the American legation in 
Berne—the first people outside Germa- 
ny, say Messrs Laqueur and Breitman, to 
know what the “final solution" was. No 
one in Berne believed him. 





In fact, Professor Hinsley and his team 
have shown that the British code-cracker: 
at Bletchley Park had deciphered the 
German state railways’ Enigma key ir 
February 1941; so a tiny circle was al 
ready aware of all those trains that wen 
to Auschwitz or Treblinka full, and came 
away empty. It does not make Schulte’ 
courage, in passing news out and is 
persevering with that task, any less re 
markable. This life is a model of readabk 
scholarship. 





ARTS 
Sex and psychiatry in Shanghai 


FROM OUR CHINA CORRESPONDENT 


A new production of Equus" gives rein to China's views of the West 








Until recently, the safest way to show 
sexual intimacy on stage or screen in 
China was to show a man handing his 
mate a sweaty towel. Kisses crept on 
screen in 1980. “Hamlet”, complete with 

Nay, but to live 

In the rank sweat of an enseamed bed, 

Stewed in corruption, honeyed and 

making love 

Over the nasty sty, 
was staged soon after. The recent success- 
ful staging by the Shanghai People's The- 
atre of “Equus”, Peter Shaffer's play 
about sexual and spiritual passion, took 
matters a step further. It was a test for 
both audience and government of their 
attitudes toward "spiritual pollution" 
from the West. Audience and officialdom 
passed muster. 

No script was demanded in advance by 
the authorities though the material of 
"Equus'g—a son who projects his sexual 
feelings [pn to horses, a repressively reli- 
gious m@ther, a father caught watching a 


trist, and a seductive teenage girl—co 
give an upright communist cadre a cor 
nary. True, one self-designated guardia 
of morality at the Shanghai People's The 
atre quietly sent the script to the munic 
pal authorities, alleging that “Equus 
promoted sexual promiscuity. But, ratht 
than interrupt rehearsals, the municip: 
officials merely ordered that advanc 
publicity be kept to a minimum. N 
Stephen Chan, who came from Hon; 
kong to direct the play, reckonsthat th 
protected it from a conservative Dwcklai 
until it could be seen on stage. 
The Shanghai “Equus” made a 
concessions to its audience. Some ref 
ences to Greek myths, for instance, wei 
cut, though Mr Chan, who worked from 
literal translation, left in “the Mask « 
Agamemnon” and the “Sea of Argos" fi 
flavour. The nude scenes were part 
covered up, though they still conveye 
the play's eroticism effectively. The di 


pornographic film, an impotent E 
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The Economist Diary is a great 
deal more than the world’s most x be els 
prestigious appointments diary. Researcher. Statistician. 

It’s probably the most useful 
book successful people keep on 
their desks. 

Marketing facts about the 
UK? The diary is your research 
department. Onjust one page you 
will find the average personal 
income after tax; the changes in 
consumption patterns since 
1973; penetration of consumer 
durables and national savings 
and investment habits. 

Production and price of energy 
sources in any of 81 countries? 
The diary is yourstatistician, with 
an interesting perspective on new 
markets abroad. 

Flying to Toronto and on to 
Sao Paulo? The diary is your travel 
agent. It has the distances, the 
time zones, the hotels (including 
telephone and telex numbers). 

The diary is also yourgazetteer 
with colour maps of the countries 
and street maps of the cities. 

As a personal appointments 
secretary, the diary shows you 
your week at a glance. There are 
also pocket and wallet versions of 
The Economist Diary. 

How do you join the exclusive 
company of Economist Diary 
users? You don't even need a 
secretary. Simply fill in the order 
form and send it with yourcheque 
now. _ Personal 
, Free gold blocking of your appointments secretary. 
initials if you order before 
December 10. 








Order your copy before 10 
December 1986 we will include 
gold block lettering of your 
initials at no extra cost. 

Please allow 14 days for de- 
livery. 

40 Duke Street, London WIA 
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| Businessmen who have made pots of 
| money often use some of it to build up 
| art collections; it is not so common for 
| themthen to use their collections to help 
| their businesses when they run into trou- 
ble. That is what is happening to Mr T. 
| Y. Chao. Over the past 40 years, 
| he, together with his wife Ya 
| Tsung, had assembled one of the 
| finest private collections of Chi- 
| nese jade, ceramics and other an- 
| tiques. He also runs the family 
| firm of Wah Kwong Shipping, 
| which sailed into trouble this year 
| and had to be rescued by its 
bankers. 

As part of the restructuring 
scheme, Mr Chao has put his 
collection up for sale. Sotheby's 
billed it as “one of the two best 
sales of Chinese ceramics we've 
held anywhere in the world to 
date". Many of Mr Chao's best, 
including some of the finest early 
fifteenth-century blue-and-white 

| Ming imperial ware in existence, 
came from the other notable sale, 

| an auction of the Edward Chow 
collection six years ago. 

| The first half of the Chao sale 
was held in Hongkong on Novem- 

| ber 18th and 19th; the second half will be 
sold next May. If the first day's bidding 

| wasa sad occasion for Mr Chao, it was 
an event for some 600 collectors and 
interested onlookers to see at least 100 
pieces of such rare quality on the block. 


binme 


turbed teenage Alan’s crude sexual con- 
fession, “I shoved it in,” was modified to 
“I did it.” Mr Chan says these were 
artistic rather than political adjustments: 
“If you’re going to go for a shock, make 
sure it's the right dosage.” 

Performances were sold out; delegates 
from other provinces were dispatched to 
Shanghai to observe every move front- 
and backstage. Now in the throes of an 
indiscriminate enthusiasm for western 
modernism, Chinese artistic circles 
judged “Equus” a model of its kind. 

What the Chinese found in the play was 
revealing. In seminars arranged to discuss 
it in Shanghai, Mr Chan found more 
interest in the theme of spiritual passion 
than in the play's overt sexuality. He 
drew a parallel with the current populari- 
ty of "The Chess King", a recent Chinese 
novel about a young man's search for 
manhood through an obsession with play- 
ing chess. 

The psychiatric setting of the play was 
also less of a problem than might be 
suspected in a country where few people 
seek formal help for mental illness and 
therapy of any kind is not widely avail- 


Rare salvage—the Hongwu dish 
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Art works to keep company afloat 


Like many Chinese collectors, Mr Chao 
preferred imperial, especially Ming and 
Qing pieces, to more ancient wares and 
paid great attention to the condition of 
the pieces he chose. 

The first day brought in HK$77m 





($10m),the highest sales in a single day 
for Chinese art, and included the highest 
price paid for a single Chinese ceramic. 
A private museum owner, Mr Seijiro 
Matsuoka, paid HK$9.4m for a rare late 
fourteenth-century dish of the Hongwu 


able. Recent translations of Freud have 
sold out as China's interest in mental 
illness and in 
spreads. 
Audiences were stunned by the play, 


its modern treatment 





He did it 





market. “I wanted it at any price and had 
to come myself," he said. 

Mi Matsuoka also paid HK$2m for a 
jadeite vase and HK$8.2m for à pair of 
jadeite screens. The sale was held in 
Hongkong dollars (which are pegged to 
America's) so the strength of the yen 
made prices relatively cheap for Japa- 
nese collectors. Sotheby's chair- 
man, Mr Julian Thompson, noted 
that the purchase for HK$1.8m of 
an imperial famille-rose bowl of 
the Kangxi period by a young 
Japanese dealer showed that Japa- 
nese tastes are broadening out 
from simple designs to more elab- 
orate Chinese colours and de- 
signs. Nevertheless, Hongkong 
and other Asian private collectors 
took many of the best pieces 
home. The sales for both days 
contributed HK$120m towards re- 
paying Wah Kwong's debts of 
HK5$6.6 billion. 

When first announcing the sale 
Of his treasures, a dignified Mr 
Chao told a reporter that collect- 
ing was “an irresistible disease". 
He said that if he has the money in 
future, he will start collecting 
again. This may not be so unlikely 
a hope for the 75-year-old ship 
owner. After months of suspense, 
Wah Kwong's bankers have won enough 
support from creditors to save the com- 
pany under a restructuring scheme. And 
Mr Chao is a patient man. After all, the 
ecstatic new owner of the Hongwu dish, | 


period. Mr Matsuoka said he had waited | 
many years for the piece to come on the 


Mr Matsuoka, is 92. 


— — — - — - — — — ~-—+ + ~~ = 


lingering around the theatre afterwards 
for impromptu discussions. Hundreds 
gathered after the first night. Having a 
snack after one performance, a young 
Shanghainese man launched into a per- 
sonal discussion of his close call with “a 
neurotic girlfriend"—one of those re- 
marks that would have been unthinkable 
only a few years ago. 

Mr Chan has every reason to feel 
pleased. A former visiting scholar at the 
University of California at Los Angeles 
and New York State University, he holds 
a PhD in physics and teaches mathematics 
at the University of Hongkong. Perhaps 
his ability to slide sex and psychiatry past 
China's cultural hawks lies in his sepse of 
humour. 

Next summer in China, he wants 
produce Peter Weiss’s “Marat/Sade’ 
which shows the inmates of a lunatic 
asylum performing, for the benefit of a 
patrician audience, a play about the mur- 
der of a revolutionary hero. If the Chi- 
nese balk, he warns, he will smother them 
with virtue, and produce Robert Bolt's 
play about Thomas More, “A Man For 
All Seasons", instead. 
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consulting and cu ture, the sbocture and organisation of the 
consulting process, the stategy of consulting firms, marketing 
of costs and fees, assignment management, consulting in 
; developing countries, selecting consultants, and many other 
be usetul to larger and medium-sized consulting 
1 ag the single practitioner. 

47 £18.20; SF50; US$35 


public enterprise — 
nce in developing countries 






on how to improve the definition of enterprise 
o process of strategic planning, the relations 
| isory bodies and the evaluation of performance. 

| He re ects the experience of several couritries and projects 
that have aimed to make public enterprises more effective, 
E ind yi i E 


£10.90; SF30; US$21 


i B Pblicalians 
1211 Geneva 22 


Siaerand 
Telex: 22 271 BIT CH 





HE INTERNATIONAL 
, DIRECTORY OF 


yis new one-volume directory 
sts over 3,000 organisations 
vhich can provide essential infor- 
nation on the busy world of com- 


nerce. The book covers all the | 


vorld's major developed trading 
iations and is an indispensable 


ource of reference for any busi- | 


less. library or company operating 
n a national or international scale. 


October 1986 — £35(UK) 
“ISBN 0946653 18 6 
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FINANCIAL REPORTS 
Japan’s Next Export 


Success: THE FINANCIAL 
SERVICES INDUSTRY 


The world's biggest bank and biggest securities company 
are now both Japanese. This report examines the way in 








_ which Japanese financial institutions are seizing new 


opportunities in global financial markets, not only 
competing on price but also designing highly innovative 
financial packages. It predicts further rapid development of 
their non-Japan related business in a wide variety of areas. 
No. 1066. Price inci. postage: UK and Europe £150; North 
America US$240; Rest of World £153. 


| the International 


inv n anking 
Revolution 

STRATEGIES FOR GLOBAL 
SECURITIES TRADING 


As the banks face the threat of overcapacity in a global 
marketplace, this report looks at the prospects for survival 
of those who fail to make the supertirm league. Alternative 
niche strategies are available, but whose corporate 
cultures are sufficiently flexible or creative? No. 1065. 
Price incl... postage: UK and Europe £95; North America 
US$145; Rest of World £98. 


Tokyo 2000 


THE WORLD'S THIRD INTERNATIONAL 
FINANCIAL CENTRE? 





| Technology change, worldwide deregulation and the 


advent of 24 hour global trading all point to the expansion 
ot a third financial centre. This report shows how Tokyo 
will play this role, overtapping US and European time 
zones and providing access to Asian markets. The fifth in 
a new series of reports from the publishers of Crawford's 
City Connections, No. 1055. Price Incl. postage: UK and 
Europe £95; North America US$145- Rest of World £98. 


CRAWFORD'S 
City Changes 


The City Revolution has created a whole new set ot 
problems and issues: 


The Arrival of the New American and Japanese Firms: 
what will be their continuing impact on the City? 


Conflicts of Interest: Will Chinese Walls stay up? 


The End of Fixed Commissions: At what levels will 
negotiated commissions stabilise? 


The New Regulatory System: How will the institutions 
cope complying with the SRO and SIB rules? 


The Private investor: How will private clients respond to 
the increase in choice of service? 


For the clearest insight into deregulation and an update of 
changes in client relationships, subscribe to City Changes, 
the monthly deregulation newsietter from the publishers of 
the Crawtord's Directory of City Connections. Price incl. 
postage: £215. 

EP Ltd. 40 Duke Street, London WIA. Reg. No. 1775671. 


m Japan's Next Export Success No. 1066 i 
CI The international Investment Banking Revolution No. 1065 
C) Tokyo 2000 No. 1055 I 
C) CRAWFORD'S City Changes e i 
C) Full details of the current range of EIU Publications 
Li D enclose payment of £/USS ............ i 
i 
2o OS RE NTC PRESE eed " 
AES. Loo nap EE teat bi ied i 
PEM ROD HOARE DEE Ea TREE DALE Dae CK CU 4H sa Ll qe stevezetetustusad4oa Nduvrsseevaceóythpecarttave | 
SEEKERS EIER sae PRA re TUR shore Sccureerwase lea neste CEP avr ad peret Ede cious i 
Fublications Ltd i 


| 10 Rockefeller Pika, 














E strategies, performance and key success factors 


Pe Further: titles in Daishank’s 86/87 sli 


à definitive and authoritative ' aly 
| chosen industry. P In one convenie vol 
§ comprehensive assessment is made of the bi 


' Ivan exclusive format, this rej 
.. £2.3 billion insurance intermediar 


| which brokers can compare a 
position. The study of this indir 


| > BANKING IN CHINA: ‘Fo "or 


international banks: at year end 1985, 42 
billion of China's total internal debt was fur 
by foreign banks, However, with its compl 


Chinese banking market. It assesses the condi 
^ tions which present themselves for the 86 for 


Following our highly successful '85 


E profiles of the AHC members and clearin 
| Which of the Merchant Banks are best positi 
to come through : as winners? 


| and Acquisitions P Finance Houses wt UK 
Ind düstry. 


DH Please send me » further information on 
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and the competitors within the business: 


















> The cost of each report bti, 30 
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definable, measurable mark 










some fascinating facts and figures 
shots for Vioc showing that th 
























Services y 
China represents tempting liinc pote 


bureaucratic systems, China is no easy con: 
Databank's report is a complete analysis oi 


hanks already operating in the markotan 
those who would wish to enter it. 


> BRITISH MERCHANT BANKS 86 


first comprehensive analysis of Big Bang’ 
on the merchant banking industry, its | 
effects and consequences, The report g 
theearly stages of the new financial co 
and presents financial aggregates, perfor 
and ratios for over 20 companies in the ir 
The report concludes with a series of in-dep 


























gramme include: 


b The UK. Brewing Industry P Eu eam, 
Analysis of Competitive Business Strategies. 
ment Banking: US Competitors in Europe 


Oi with to order a copy of Databank m 
report OR apsrsnreenneterxvunvrosseaesevasensrana nm 
Please invoice me £1 250. PES 


Ot weal like to ace a copy of Hae * report o on. SER 


Pss iep hone ti me to iva ria an appointment. 
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POSITION CE 
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TELEPHONE ....... sess reed 
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. Marke 















finance or international trade. 






be negotiable, depending on age and experience. 








- 01-601 4618 or 4832). 






. relevant examples of work. 
` The Bank of England is an Equal Opportunities Employer 







tionAid i is a British non governmental organisation which has funded | 
d. managed a rural development programme in the Eastern and | 
estern Provinces of Kenya for ten years. 


A fresh. approach is now needed which will involve decentralising 

| decision making to a number of regional offices. The restructuring will 

. also involve concentrating resources in smaller ge sage areas and 
Increasing efforts to raise agricultural production and family incomes. 


| The Director should have considerable experience in managing rural 
development projects, in particular during a transition from expatriate 
to national management. Experience of negotiating agreements with 
host governments would also be useful. 


je turnover of the. pro ramme is £3.5 million per annum. The 
Director will report to nm 3: eite Executive i in London. 

































The E ondiiics Division of the Bank of England has vacancies for 
« economists, with strong quantitative skills, probably in their twenties or 
| early thirties. They will join a team of some forty economists engaged in 
|^. awide range of policy analysis and research related to the economy and 
oe financial system of the United Kingdom. Preference will be given to 
ES ates with experience related to financial institutions, company 


UT "Appointments will be on contracts of two or three years. Sal aries will 


^. A Application forms are available from: C T Taylor, Economics 
E Division, or DA Sharp, Personnel Division, Bank of England, 
. Threadneedle Street, London EC2R 8AH (or by telephoning: 


They should be returned by 31st December 1986 together with any 


BANK OF ENGLAND f | 





| Officer to work on an ESRC fund 
. | project entítied “The economics 
profit-sharing and employee she 
ownership in Britain". The project v 
involve analysing data from both t 
. 1880 and 1984 Workplace industr 
_ | Relations Surveys and will be supi 
| vised by Dr David Blanchflower and 

| Andrew Oswald (Centre for Labi 
Economics, Londen School 





























range £7,055-£8,01 
ee uss copamona | 














|l (JLG), ‘University of Surrey, Guildfo 
Surrey GU2 5XH, by 12 Decem 
1986 quoting reference 572a... 





NEHTYSTENE 
LEGAL OFFICE. 


Amnesty International needs z an 


to work in the Legal C Office, which com rises ega Advis se f two Assistan Y 
Legal Advisers and three secretaries. He/ general legal advice on 
intemational and national law, including lysis of legis iot i 
proceedings particularly to the Research Department. p 


In addition the Legal Office is responsible for the preparation of submis 
sions to international governmental and non-governmental. anisations. 
Assistant Legal Advisers will represent. Amnesty international at interna- 






















tional meetings, and may be required to participate in missions abroad. 





Candidates must have a strong. international law background, Fama 
specialised in international hum th are or humantanan B: ia 
ith comparative 7 ehe | 









experience of th | 
tions itin be an nance 









{ iishi is gasential, and. a a good working k 
h intel desirab E e ability to- work 
, 8s i ability to travel. 
























[ | PORTSMOUTH BUSINESS SCHOOL 


HEAD OF DEPARTMENT/PROFESSOR 
. OF MANAGEMENT DEVELOPMENT 


| Ret No. 189 


Applications are invited for the above post which is one of three 
headships in the Portsmouth Business School, recently created by the 
| amalgamation of the Department of Business. Studies, the artment 
of Accounting and Business Computing and the School of Manage- 
4 ment. The Department of Man e. velopment carries responsi- | 
4 bility for self-funding courses of fered by the Portsmouth. Management | 
-F Centre and the School as a whole and the Head will also be involved in| 
the overall planning and Tr deest of the School's activities. The 
ccessiul candidate will possess entrepreneurial flair, a record of | 
adership and successful administration, appropriate professional | 
and hero comera experience, | 










Economist required for research/trading position in the new tondan 
office of a US futures broker. E 


Research requirements are wide ranging, including reviews of the 
international economy to the. mechanics of new financial istruments 
such as traded options. A good honours degree in Economics and a 
| | keen desire to get to grips with modern international finance’ are 


essential. Familiarity with personal Copier ECan iG an 
| advantage. 


| Excellent prospects. Futures experience not essential. Indicat 
remuneration required. 


Apply in full confidence to Box No 3514, The Economist, 2 ge 
James's eb London swi A 1HG. 





























pp cation dede and türther paneas are available trom: 
Personnal Office 
Portsrt 


“Telephone (0705) 825451 































£10,850 — £12,485 | 
British Rail is looking for an enthusiastic young - 
economist to join its Policy Unit in Central London, working: ona. 
wide range of economic and forecasting problems... The | 
Headquarters Policy Unit supports and advises British Rail 
distinct business sectors — InterCity, Network Saute 
Provincial, Freight and Parcels — as well as the Board itself. 
As an economist you would be a member of a small 
highly professional team. You would initially be responsible for © 
F ull - rofessoniip h eat | Economics monitoring external economic developments, collecting, 
m | i nf Tonki z analysing and reporting on, à wide range of economic data, arid 
ERE OMH aio producing economic forecasts — usually to very tight deadlines. 
You should ideally have a good Masters degree in 
Be of International Relations of Tsukuba | Economics and have some Dita working as an econo 
ty invites applications for the position of full in business or government, although we will also conside 
rship with a 5-year contract to teach in micro- and 


: applicants with less experience for an alternative Trainee. post | 
} macroeconomics (in English or Japanese) at both under- Commencing salary will be within the range £9,990 to 















- graduate and graduate levels (vacancy open from April l, | £11,625 dependent on qualifications and experience plus. £8 G 
di London Allowance — £7,637 to £9,102 for the Trainee Po 
- Salary will be in the range of 275,000 yen — 492,300 yen || There is a contributory pension scheme and the transfer i 
per month, plus an annual bonus equivalent to 4.9 months' || eing nghe onm den sacred Mie There arè ie o za 
salary. A house will be provided in Science City, Tsukuba, E free and reduced rate rail travel facilities including trave to ut 
: work. Career prospects within BR are good with opportunity for SE 
| 90 km northeast of Tokyo. advancement nationwide. — — ue 
Applicants, preferably over 40, with a knowledge of | For further information, please contact Veronica Christie p 
international or Japanese economics and a general theo- Du on 01-262 3232 extension 7736 (01-928 5151 extension 40114 
retical background, a Ph.D.in Economics and presently B] | after 8 December). Applications including a full Curriculum 
holding the position of associate or full professorship orof | | “Vitae — should reach us by December 19th and should be 







Tesegsther at a prestigious international organization or | sent to: — 
tht tank, should turn in their forms (curriculum vitae, = apis 


de Policy Unit, 

py of Ph.D. D.thesis and main publications) before January E Anra Board, 
mh 1987, to: | PO. Box 100 

London: NWI 2DZ 


. British — isan i ual fpesdunty empi T LE 















Peter Eiichi Kato, Dean 
| College of International Relations 
University of Tsukuba 
| Sakuramura 305, JAPAN 






Short term ioricaltural consultancies 


| ‘FARM, a new development group set up to help peasant farming in SALARY: £9, 840-£14, 463. 
the Third World, is seeking two consultants to work with the Ministry ot . (par-£15,528. 
Agriculture in Addis Ababa on its fourth livestock development project: Applicants must have a good de- | | have te: 
e MEUM x M gree in Economics. Research and/ ar ny a rea en jio with Marcia refe 
1. Specialist macro and micro land use planning to assist Ministry in or industrial experience would be | | ence to the practice of the professic 
developing model for Ethiopia and to train staff in its implementa- | useful and an interest in Industrial | | The Department currently fosters intt 
^28 fion—three months Economics and the Economics of |. ests in: 
Ee , l SETE soit WT | Innovation would be an advantage. =o 
“2. Agricultural information specialist to assist Ministry staff with ‘cation t and further | | Accounting Theory and Financ 
‘development of extension literature—six months. particulare avai from: Por: B Rep E 
Appropriate professional qualifications essential; wide experience of sonnel Officer, Napier d 
ÜEMmnan- 219 Colinton Ri , Edinburgh 1 1 
ethiopian a agriculture desirable. EH14 1DJ. Telephone (031-44. : ui 
| Campbell, Executive Director, FARM, STEP Centre, | 2266 (Extension 4274 or 4288) _ 


d, Oxford OX2 OES. CLOSING DATE: 8 December, 1806. 


International 


Banking 


When we say ‘people who prove themselves 
progress'...we mean it 


You're definitely a graduate, probably in economics but possibly in 
another numerate discipline. You've almost certainly had 1-2 years’ 
experience of working in an entrepreneurial/financial services role although it 
is just possible that you only graduated this summer. You're ambitious and 
yet you're aware that your aspirations will not be realised in your present 
environment, 

Scandinavian Bank is ranked among the top 15, London-based, 
international banks and offers a full range of commercial and merchant 
banking services. We're now looking for a number of young graduates, in 
their carly to mid twenties, initially to join our fast-developing Group 
Business Information Department as Economic Researchers. 

Involved in the preparation of everything from single company studies to 

“macro-economic reports, and liaising with all levels of staff, you will have the 
chance to gain a detailed insight into all aspects of international banking; an 
insight which will enable you to take full advantage of the exceptional 
opportunities for career progression within the Bank. Moreover, all 
promotions are based entirely on merit. 

You will; of course, receive a competitive starting salary together with a 
comprehensive range of banking benefits. So, if yeu're keen to learn, you're 
willing to be flexible, you're an effective communicator and you have both - 
the potential and the determination to progress, send a full CV to: 

Ken Driver, Personnel Officer (Group), at the address below. 


Closing date for sppuesuons 19th December 1986. 


ence rot labour econom and 
metrics. The appointment wi 
one year in the first instance comme. 
| ing as soon as. possible. The appe 
: S idunt be based at the Universite 


AMPH Nea rr an - - ^ " tan ; = v 
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RESEARCH FELLOW IN ENERGY 
POLICY STUDIES | 


SCAM 


whose interests "helude energy de- 
mand. environmental: issues, nuclear 
power, energy pricing and investment, 


and the impact of new technology on 


the energy sector: 


Applicants ‘should have good SEN | 


qualifications preferably in one of the 
social or natural sciences or engineer- 


ine ed ahon 








eo -— 


us post. The. pukai wili be” 










ould be able to work flexibly 


A to teach courses at all lovon, | 


as ot interest. are. ecoho- | 
fhe and/or - Most 


CONSULTANTS AND PUBLISHERS IN FERTILIZERS AND CHEMICALS 


... BUSINESS ANALYSTS— 
TERNATIONAL CONSULTANCY 


as well as those with industrial or 
postgraduate research experience. 


Starting salary on Range 1A £8,020- 
£12,780 per auum (under review) with 
USS benefits. Initial contract for two 
years. 


Application forms and further particu- 
ars available from Teresa Mooney, 
Personnel Office, Sussex House, Uni- : 





of Sussex, Faimer, Brighton 


BN1 9RH (Tel: 0273 606755, ext 3768) - 


to whom completed application forms 
should be. returned by 18 December 


1986. 















econometrics. 
Appointments to lectureships have the 


potential to lead to tenure and are. 


usually probationary for three years. 


Salary range: $A27,859-$A36,600 per 


annum. 


Applications, quoting reference no, in- 
cluding curriculum vitae, list of publica- 
tions and the narnes and addresses of 
three referees, to the Registrar, Univer- 
sity of Sydney, NSW 2006, Australia, 
by 15 January 1987. 


The University reserves the right not to 
proceed with any appointment for fi- 
nancial or other reasons. 

General information available from the 


` Association of Commonwealth Univer- 
-Sities (Appts), 36 Gordon Square, Lon- 
don WCTH OPF. 







. British. Sulphur Corporation is a leading specialist consultant - 


in a multi-disciplinary research team. y T 
_ Recent graduates will be considered, - 


experience is preferred. 


market information and the study of cereals . 


, and publisher, serving the fertiliser and chemical industries 
D worldwide. internal growth has created the need for a number 
. of additional business analysts in the company. ; 


-Applicants may have recently completed a first or second 
degree, or may have some working experience. Qualifications 
in economies or agricultural economics would be appropriate, 
and k dge of European languages would be an advantage. 
| ments are an enquiring mind, the ability to collate 
data, and the ability to write and communicate 













didates will work within a team on consultancy 
isting. or writing journal articles. Advance- 
sponsibility. depends on performance and 
io tal | Hiver: is common BIET. an initial 


Government Departments. The successful candid: 









BANK RAKYAT INDONESI 






































The Bank Kayat indonesia (BRI) invites application D fot: the 
post of Research and Planning Advisor. Appointr ) 
financed under a World Bank loan, would be for a WO yeat 
period, beginning July 1987, with possible exten: on 
third year. 2 Pu e 
The Advisor's principal task would be to i improve thi capacity 
of the BRI's Planning and Research Department to si | 
execute and analyse studies requested by BRI man 


Applicants should have a least the equivalent of 
Economics or other social science with a strong De 
in quantitative analytical techniques. 


Applicants should have work experience related to 
analysis methodology, b) Financial services markt 
c) Economic impact studies in rural areas, and/ 
banking and financial system analyses. indon 


Candidates must be proficient in English and eith 
in Indonesian or willing to achieve working level pro: 
Indonesian within 6 months. | 


Application letter, detailed curriculum vitae, and thr 'efe 
ences should be submitted by January 30 1987, to: 


Mr Sugianto, Director 
Bank Rakyat Indonesia 
Ji. Jend. Sudirman Kav. 42-43 
Jakarta, Indonesia 






THE HOME-GROWN CEREALS AUTHO 


Applications are invited for two vacancies in the 
ing and Economics Department of the Autho 
Archway, North London. Both of the vacancie: 
filled by recent graduates, The department's 
primarily concerned with providing à market intell 
service for the cereals industry. This includes t 
tion, analysis and dissemination of. UK, am 
















problems. There is close contact with the trade 






have formal training in economics. Some knowledge o 
agriculture and/or commodity markets would be an advai 
tage. An ability to handle and interpret statistics, and 4 

ewrite short and concise reports is required. E 


The salary (dependent on age, qualifications and exi 
ence) will be on a scale £8,315 to £10,917, but for 
particularly well qualified candidate consideration wo 
be given to appointing on a higher scale. 


Applications should be made in writing to: 
Head of eius and I onomics Department 
























amiyn How Hill, ka 
London N19 SPR 











































. Responsabilities: MS 
< — research in the field of micro-economics 
^ — work as a member of a team involved in the 
. development of empirical economic models 
- — contribution to the educational and managerial 
tasks of the Faculty. 


Requirements: 

— a University degree in Economics, with as main 
subject micro-economics, but also with some 
background in macro-economics 

— experience in scientific research, as evidenced by 

P a thesis and other publications 
. — familiarity with the application of quantitative 
|. techniques in socio-scientific research 

|. — aproven interest in problems i in the field of public 

Dh x E: policy 

-— awillingness to become involved in interdisci- 
plinary collaboration in teaching and research. 


ly 


itis also a requirement of the position that the 
- appointee is able to give lectures in Dutch within one 
year of commencing his/her duties. 


Mele 


nte 


(University of 


E] Technologyand — — 


————— EE m RE yakai nanana daa mm da aama ERE mrana rye e id e 


‘Social science 


; aw, po itical erai iria and tie E | 
eneral | Economics Group of the Economics section tof the Faculty has a vacancy 








The sappoinimeni will be made as’ senior ecturer, with 
a maximum probationary period cs 
whereafter a permanent appointment wil 
The salary scale is from Dti. 6, 182 
gross per month. uem 
Membership of a pension scheme vil beeffective — 

from the date of appointment. USUS EY TUNI 







The Twente University has a policy of increasing jifie E 
male-female ratio of the University staff. Conse- 
quently, women who feel that they are qualitied forthe 
post are expressly invited to apply. - 


Further details are available from. od Dr. 
A.E. Steenge whose direct telepho ne number i is. 
010-31-53-893211 (University), . s 
or 010-31-53-332031 (private). 








Written applications, with conico vitae. dnd a dist of TE 
publications, must be addressed, within 3 weeks 

from the date of appearance of this advertisement, to 

the Dean of the Faculty of Public Policy, Twente 
University, P.O. Box 217, 7500 AE Enschede, the 
Netherlands; with reference to vere ey number 
3152/85/A138X. 


The Twente University isa — apinan 
(campus) university of technology and social ^ 
sciences. The university has a total staff of approx. 
1,800, and about 5,000 students. — 

One of the aonet of n wente University is is, to mould 














organizations in iy ie Fugen in 
administration, health care, and welf. 





















GLOBE PLAN S A; ie 
(24 Ay. XL ,CH-1005! 
zerand. Tel: k 3512 


: i melis ch. 













GRANTS & SCHOLARSHIPS 






~ the GMAT orGRE ]|- 






E EUMD TE USA for 
|^ S exams? foreign jee e G'aduate. 
We CAN help ` compiete gude. wite io 
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AMERICAN COLLEGIATE 
SERVICE 








PO Box 44200B. Houston. Texas 77244 USA 


EXECUTIVES 





-An intensive program for mid-career, senior-level 
Managers with or assuming E EEUU! management 
responsibilities 


| 87 Spring Session 1987 Fall Session | 
March 29 - May 1 September 13- October 16 


Ri ervation requests should be sent to: 
D^ Director, MPE 
Graduate School of Business 
University of Pittsburgh 
Pittsburgh, PA 15260 
A 648-1610 Telex: 812466 
: 499126 {int'l 


| niversity of Pittsburgh 













em] A ONE YEAR MBA IN INDUSTRIALISATION 
Wy, STRATEGIES FOR DEVELOPMENT AND THEIR 
- MANAGERIAL IMPLICATIONS 


fessional Development Programme 
rin ustrialising Countries’ Executives 

n ad September 11, 1987—concluding 
7 - September 8, 1988 


ONCENTRATION AREAS: 

Industrial Policy and Strategy - 

Strategic Management en Enterprise Strategic Design 
Behavioural Implications of the Strategic Implementation 
Managerial control and information systems management 













Ye programme focuses on the needs and conditions of industria- 
ing countries, with emphasis on professional development and 
Wed : evant skill generation. 


nised institution, founded by the Delft University of 
ti: has more than 30 years of experience in 
em for industrialising countries. 









Natural Resource Ecor 
UNIVERSITY OF M 


The School of Natural Resources and the 
nomics at The University of Michigan jointly offer a PF 
in Natural Resource Economics. Students pursu 

program in economic theory, quantitative method 
source economics, and the biological and technical a 
selected natural resource area. Um 
For an application, admission criteria, and program description zd 
write to: Office of Academic Programs, School of Natural IRe- 
sources, The University of Michigan, Ann Arbor MI 48109-1115. 


The University of Michigan is an equal opportunity/affirmative action R 
institution. i 




































^ London, Paris, Madrid, \ E "Heidelberg 
Schiller b 
International. Univers 


Associate, Bachelor & Master degrees in - 

BUSINESS ADMINISTRATION-HOTEL N IANAGEME 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELAT 
Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 
English, College Prep. Courses. Language of instruction-Englis! bo 
@inter campus and US transfer. @BBA & MBA evening classes in London, Paris & Heidaiba 
Schiller International University — 

Dept D3, 51-55 Waterloo Road, London SE1 8TX Tel: (01)928 8484. 

. Telex: 8812438 SCOL G. Accredited AICS, Washington DC C, USA 
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ox MA in international Relations offered by the | 
) renowned London faculty of The University af 1 
Southern California's School of int. Relations. de 

dh" *Coursesinclude Int. Political Economy, 
Sie t E Foreign Policy Analysis, Strategy, I ; 
W^ Multinational E nterprises, Area Studies 

Energy, etc. 

* Students i inc lude: Chief Executives, 
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JE DIRECTOR, UNIVERSITY OF SOUTHERN CALIFOR REG 
INNER CIRCLE, REGENT'S PARK, LONDO! 

































] 24-hr porterage. From £190 pw * room 
^d service £10. Disccunt for more than 4 
| weeks. Co let available for longer term. 
$ Secretarial and telex facilities 
London WC1. ‘Tel: 01-387 8022. 
yrange a 8890. 
laneo deinde 









KNIGHTSBRIDGE 


LONDON SW1X 0BD 


. — Tel: 01-581 2424 
Telex: 9413498 EXECUT G 


ocated in London's most 
prestigious residential area. 
Only a short stroll away from 
arrods, fashionable Knights- 
jidge shops, and world fam- 
ous Beauchamp Place. 


| All rooms with full private facii- 

lies. Colour TV. Direct. dial |. 

phone. Hairdryers. Coffee/Tea | 

"buffet. 






















































makers, Substantial 
English breakfast. 


Singles: 


| S: £38 + Vat. 


£45 + Vat. 








4 £5,000 into 

-. £64000injust5years 
A Fully audited track 

record ` 

_ À Futures managed 

. account progra mme 











puter System Voting : smpany. ud. 
Wiciec 22 





Tae a wine service suite in St 
James's from.only £50 (+ VAT) per 


night, for 2. Every comfort. Private 
telephone. Exceptional value. Ryder 
Street Chambers, 3 Ryder Street, Duke 
Street, St James's, London SW1. Tel: 


01-930 2241. 


pl npg pe d dai 


offers 
Oud tei Y Se idad MA 
language courses using audio cassettes 
featuring those used to train U.S. State 
Dept. personnel in Spanish, French, Thai, 





ET 
b 


! language on 
; your own! 


For Catalogue, cali or write: 
Audio-Forum, Suite 1090 


3. 31K Church St, 
@ London WB4LL. 01-937 1647 


4 uam wm m m m see EE Ld 
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HOTEL NUMBER EIGHT 

| a small luxury hotel in London's 
| est End 

excellence in comfort & service 


Single bedroom £33 plus vat 
Double or Twin £40 plus vat 


*sumptuous buffet breakfast 
* Colour tv, radio * direct dial 
telephone ‘ hairdryers * tea/cof- 
fee/chocolate in bedroom * most 
J rooms with private facilities 


HOTEL NUMBER EIGHT, 
s Gate 


T: 01-370 7516 
Tix $ 13498 EXECUT G 





2D! 


A No tax 
deducted at source 
A Limited liability 
Minimum investment 
£5,000 or sterling 


equivalent - 


EC29/11 


CoC. STC-LID 


5.9 Hatton Wall Londlin ECIN 8HX 
€ Fox: H -405 7419 










CONSULT ANT - 


olo: is del aderire 
















Road, Enfield, , Middx, U UK. Tet 01 
Som 























Dr rod Barnard, 1 83S Alkire St, Golden, Colorado 
M ae Tek: (03) 232-1553. Telex: 296468 





RENT-FREE HOLIDAYS. Fine he 
for exchange in 25 countries, “ 
wide Home Exchange, 45 Hans F 





Obtain both US residency ii perom London ake 032. 
financial returns through US investments, 
company transfers, professional employ- | - 
| ment, etc. ALL MATTERS HANDLED BY f- AFRICA LOW COST Flight speci: 
LICENSED US ATTORNEY. Visiting | | "African World. Travel. Services, i4 


London (Cumberland Hotel Dec 1-4; |. 
Dublin (Gresham. Hotel) Dec 5-7; Paris. 

(Hotel Intercontinental) Dec 8-9; Nice - 
(Plaza Hotel) Dec 11-12. 


ps appointment please contact ail hotels | 
Edward Gallagher, Attorney-at-Law, 


PO Box 70302, Washington DC 20088 
(USA). Tele: 301-951-9616. ] 


CAREFREE 
RETIREMENT 


Private apartments. for long- | 
term occupation are available 
in our historic houses each of- 
which is set within extensive 
private grounds. CONSULTI wei 

The properties are easily ac- US petroleum plays seeks inves 
cessible and are situated in oe vie for ipft v while ay 
Kent, Surrey, Sussex, Essex, | | | $3-3.50/80. For résumé contact —— 
Oxfordshire, Berkshire, Wilt | TE 

shire and Devon. u T 
All have been tastefully con- 
to provide luxury living 
whilst retaining their original 
character and atmosphere. 

All services including meals, . 
| cleaning and heating are pro- 
vided by Resident 
Administrators. 


Write or telephone for our | | 
illustrated brochure: 
COUNTRY HOUSES 

ASSOCIATION LIMITED 
(D14) 41 Kingsway 
London WC2B 6UB | || Knightsbridg 

Telephone: Tm m. A l LET Tu 261281 Gk 




























DON'T HERR an air di M you 
contacted us (specially USA/Car 
Sage M, 01-444 TOTER 








AUTHORS! Send Your Manus: 
| Biographical, Fiction, Travel, P 
: eie: for POE Kul. Dept 75, irae 
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CONOMIC AND FINANCIAL INDICATORS 1 


e a 

PUT, DEMAND AND JOBS  Italy's GNP rose 2.8% in the second quarter (11.6% THE ECONOMIST COMMODITY PRICE 
n annual rate), lifting output to 2.9% above its level a year earlier; but the third INDEX Brazil offered discounts on sales 
ter was probably weaker, with industrial production falling 0.2% in the year to of coffee for shipment in November and 
ust. Dutch industry boosted its output by 5.9% in the 12 months to September. December, and sent prices tumbling to 
inese retailers increased their sales by 4.5% in the year to July. Canada's retail less than 140 cents a Ib. In September, 


=æ * 








s rose by 4.9% in the year to September. Brazil had said it needed to buy 600,000 
EANN bags (of 60 kilogrammes each) of robusta 
| industriel production REIN H E IN unemployment % rate coffee forthe home market and to allowitto 

3mthst 1year — 3mthst 1year © 3mthst 1year latest year ago meet its export commitments, after 


lia — — 12 +28() -15 — *07(6 -20 +12(6)  84(10) 78 drought reduced this year's crop to 11.2m 
m na na 


* 44 +43 *26  +14(7) 129(9) X 138 .  bagsfrom32mbagsin 1985. It now seems 
ja -35 - 17 (8) +31 +39 (6) +81 +4919)  9.4(10 10.3 that both Brazil’s needs and the crop 
8 





+ 81 + 22 (9) + 45 + 26 (6) + 83 + 1.1 (7) 108 (9) 1 


133 1| — 8370 $5— damage were exaggerated. Some traders 
6) —39 + 1.1 (8)} 144(10) i5.5 — think it may resell some of its purchases. 
: 
6 





+ . . : 
t 9 (9) +86 +126) -39 + 
-104  — - 02(8) +116 : +156 — * 22(2t 133(9' X128 Roasters are well stocked after panic 
- 21 +14 9) *36 3 à3f-36(0 +12 3-450 28) —27 buying earlier in the year; they have 
+290 + 15-0 eK 12 4285 (9i 2 09-38 e RS ee 20200) 197 recently been slow to buy Brazilian coffee. 
: + 49 (6) + 11 + 17 (6 ] E. 4 
* 61 + 15(9 +39 + 3.1 (9) + 82 + 7.0(10)  115(10) 11.3 Coffee 2 
weet es + ton CET a 29 — 4 P319 tise p 73 (9 7.0(10) 71 ICO composite daily 
index deflated by CPt. price 


lunc — A —————— Cents per Ib 
;ES AND WAGES New figures this week show a further decline in the rate of 
ion in three countries: consumer prices rose by only 1.596 in America in the 12 
ths to October and by 0.5% in Belgium in the year to November; in West 
nany, prices fell by 1.196 during the same 12 months. The wages of Swedish 
ers rose by 7.3% in the year to September—a real pay rise of 2.8%. 


nge at annual rate 
consumer prices* wholesale prices* wages/earningst 4 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
lia *10.9 + 8.9 (8 +-12 + 3.9 (7) + 27 + 6.5 (5) 
n + 1.2 + XE - 51 - 73 o nil + 07 (9) 
a * 42 * 44(10) * 10 + 0.7 (9) + 06 + 3.1 (8) 
| + 27 + 22(10) - $2 - 3.2 (6) * 39 * 42 (7) 
many  — 16 - 1,1(11) - 3.5 — 4B(10) + 3.3 + 4.1 (9) 
1 -07 — 0.2(10) - 68 - 7.1 (8) + 07 + 1.5 (9) 
+ 24 + 5.8 (9) - 3.3 - 23 (9) + 53 + 3.0 (8) 
- 24 * 0.4 (9) -10.7 —11.3(10) + 04 + 2.3 (9) 
+ 87 + 9.3(10) - 02 - 02 (8) *12.1 *12.8 (8) 
n + 3.0 + 4.1(10) * 06 + 23 (9) - -22 + 73 (9) 
fand —- 01 + 0.4(10) - 43 - 4B(10) - 70 + 3.1 (6)' 
* 20 + 3.0(10) + 20 * 43(10) * 65 * 7.5 (9) 
+ 29 + 15(10) + 12 —_1,4(10) + 19 + 2.5(10) 
' wage rates in Australia, ; , and ; Belgium, 
dr pe sek foum atmo weekly rte Japan Switzerland, monthly earnings; Belgi 

























CUS: STATE SPENDING The General government expenditure 
re of government spending in GNP as % of GNP 
tinues to rise in most industrial 
ntries. In the United States, gener- 
jovernment expenditure (ie, feder- 
State and local government) has 
n from 30.6% of GNP in 1979, to 
2% last year. That rise is modest in 
parison with Italy, where govern- 
it spending increased from 45.6% 
INP in 1979 to 59.2% in 1985—by 
the Fighest ratio among the big 
omies, and almost twice 
Japan where spending amount- 
32.1% of GNP. West Germany is 
only country where the govern- 
it has trimmed its share of national 
)urces during the past six years: 
148.0% of GNP to 47.6%. Source: MF 












391.25 38475 -66 +160 


$ per barrel 15.20 14.32 +81 -517 
tNon-food agriculturals. 


OPE $F T 
lotes icable to all tables. All figures seasonally adjusted ex where otherlyise stated. “Not seas. adj. f Average of latest 3 months 
ared ipee of previous 3 months, at annual rate. n.a. Not ‘avaliable, Small figgres in brackets denote month of indicator. 
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ECONOMIC AND FINANCIAL INDICATORS - 
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3 2 FOCUS: TAKEOVERS It remains to | WORLD BOURSES Investors on Wall Street shrugged off their worries about 
E be seen whether the fall of Mr Ivan | SEC's investigations into insider trading: the Dow Jones industrial average jump 
b" Boesky, once Wall Street's leading | 5.2% during the week. Madrid rose 7.9% and Hongkong 4.9%. 
A arbitrageur, and the further investiga- | ^ Stock price indices % on 
! tions of America's Securities and Ex- Nov 1986 one one record 31/12/85 
change Commission into insider trad- 25 high low week year eats)...» 0 RN 
ing will cool the takeover fever which | s. 13508 14085 10108 +268 +96 -38 +946 + 
: has swept through Wall Street and | Beigum 39824 40920 27669 +04 +85  - 27  * 359 F 
à other financial centres. At present, the | Ganada 30250 31291 27540 +02 +76 -33 + 43 + 
: number of takeovers in America looks | France — 3929 4125 267.8 +36 +585  -48 +478 + 
E like reaching 3,600 this year, with a | W. Germany 20655 22788 17624 * 46 + 17.1 -94 + 58 + 
5 total disclosed value of more than | Holland 284.8 3010 2404 +16 + 197 -54 +114 + 
E $200 billion. Canada has seen even | Hongkong 2361.1 2361.1 — 15999 —— + 49  * 958 w+ Ht 
m rowth i ity: Italy 718.4 908.2 454.7 -07 +65  -209 +572 + 
cadis of aed ee nto a Japan —— 177475 189362 129810 +27 + 389 -63 +352 + 
E. has ri ‘Libra abc since Singapore 8883 . 10719 5633 -08 + 238 =.) *433. 4 
Vile South Africa 13860 14190 10193 -17 + 321 -23 +208 + 
AC 1975. Britain's takeover boom has | Spain 185.9 204.3 1008 +79 +3961 4-90 -*859 «+: 
7 lagged behind North America’s; SO | Sweden 25002 26728 17206 -27 +569 -65 +489 + 
Fr perhaps it will last a bit longer. Switzerland 588.2 6255 4972 +19 +100 -60 + 01 + 
Ms UK 12704 14259 10943 - 01 +126 -109 +123 4 
a ion ag Pampenyteeover SE BA 19121 19197 15023 +52 «313  - 04 +236 + 
am 
ES MONEY AND INTEREST RATES The 12-month growth rate of West German 
broad measure of money, M3, quickened to 9.7% in October. Long-term governm 
i. bond yields fell in America during the week, but in Britian yields firmed. 
è United States l 


Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday} 
% rise on year ago Money market Commercial banks Eurocurren 
Narrow Broadt Overnight 3months Prime Deposits Gov't 


















































d (M1) 3 months 
Ü Australia + 72 +10.1(10) 1600 1590 1850 1580 1381 
2M | *42 *72(6 800 140 975 700 752 
A Canada +51 +5410) 838 835 9.75 835 927 1029 ; 
2 France +95 « 86(8 706 763 945 769 862 970 819 
zN W. Germany + 9.8 + 97(10) 4.30 4.75 700 432 6.40 6.15 4.69 
P send +86 4 60(8 575 5.70 700 570 636 666 563 
taly ly +105 + 684 (6) 1125 1150 13.13 na 1038. 927 1100  * 
; +77 * B9(9 375 442 3.75 1.76 460 565 459 
b Spain +18.1 +11.4 (9) 1173 1150 1450 650 1149 1332 1175 
$ Sweden na +122 (9) 1000 940 1150 915 998 1130 938 
Switzerland +60 + 80(8) 594 3.94 7.25 350 4.16 471 394  . 
ÜK +23.0 4183 (9) 1100 1131 1200 1119 1109 1187 1131 7 
, USA +14.2 + B.B(10 5.88 5.65 7.50 5.50 7.43 8.15 6.00 `“ 
Other key rates in London 3-mth Treasury Bills 10.6%, 7-day Interbank 10.8%, clearing banks’ 7-day notice 
E Eurodollar rates (Libor): 3 mths 6.196, 6 mths 6.196. 
A 1M2 except Australia, Canada, Spain, Switzerland, USA, W Germany. M3, Japan M2 + CDs. UK EM3. Definitions of i 
r 1975 77 79 8 83 85 B6 est f pandas grinsen senda epiac: Bank of Bilbao, Chase nk Ooo alee ea 
t j Sources: OECD; DTI; W.T. Grimm & Co; Morgan Stanley mrs ae LNS ON mand mer ire ae $ by these ' | 


dn TRADE, EXCHANGE RATES AND RESERVES America had a visible trade deficit of $12.1 billion in October—the smallest 
| year; its 12-month cumulative deficit narrowed slightly to $168.7 billion. Britain's trade deficit widened to $10.6 billion in th. 


$ months to October, but higher invisible earnings lifted the current-account surplus to $1.1 billion. Italy's trade deficit rose to $4.3 
M lion in the 12 months to September, but this was only a third of its level in the year to September 1985. 
E Trade balance” current- Trade-weightedt currency units per $ 
b $bn account exchange rate 
R latest 12 balance $bn 
x months latest 12 mths latest year ago 
: i 0.27 (9 ^ Á- 27 = 97(100 S35 è 628 
k ; e j + 10 i 97. B 


772 
"n2 2 5 
71435 
131.3 119.1 
48.4 448 3 
72048 1791 163 
485 468 134 157 - 
67.4 67.9 6.92 7.69 
LO 152.4 1.66 2.09 
80.5 0.70 0.68 
‘106 126.9 = 


cilfob $Bank of England index 1975=100 t fexcluding goid “August t$not seasonally adjusted. 1 
Typesetters Ltd., London, England, and printed in Singapore by Times Printers Sdn. Bhd. 
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; : . : + 293 (9) 
x ! 5 E 55(3 
i . 4.0(12) 

* 762 (9) 

* 47 (9 
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ution and product groups. Profites 
Ovided on a cross-section of the 
ociations, distributors. manufacturers 
and suppliers involved. 
ice; UK & Europe £125; 
America US$225: Rest of World £128 
Published Novembert986. 


Air Transport ina Competive 
European Market 
Problems, Prospects and Strategies 


hig major reportis a comprehensive 
lysis of European air transport 
prospects into the 1990s. Itlooks in detail 
at the carriers, their markets and the 
Sues of automation. privatisation and 
5 ine economics affecting their 
iperations. It analyses the impact of 
'regularion | in the USA, the force for 
ge sweeping Europe. the key issues 
-ogipricing, pooling, capacity determination 
“and marke! entry; andit proposes a 
strategy for liberalisation and forecasts 
iiy future shape of the airlines and 
€ aviation market in Europe. 
No.1060. Price. UK & Europe £95, 
erica US$175; Rest of World £98. 
hed September 1986. 


nancial Assessment of | 
e West European Motor 


Troubles are mounting for the West 
European motor industry. Many of the 
vehicle manufacturers are failing to 
achieve the level of profitability which will 
secure their future. Thisreport analyses 
"the sector and assesses each main 
. manutacturers chance of survival. 

 Ó&itables and 115 pages of text. 
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© Japan's Next 


Export Success: 
The Financial Services Industry 


The world s biggest bank and biggest 
securities company are now both 
Japanese. This report examines the way 
in which Japanese financial institutions 
are seizing new opportunities in global 
financial markets, not anly competing on 
price but also designing highly innovative 
financial packages. It predicts further 
rapid development of their non-Japan 
related business in a wide variety of areas 
Price: UK & Europe £150; 

N. America USS240; Rest of Worid £153. 
Published November 1986. 


(2 Tokyo 2000: 


The world s third internaticnal financial 
centre? 


Technological change. worldwide 
deregulation and the advent of 24 hour 
giobal trading ali point to the expansion of 
athird financial centre. This report shows 
how Tokyo will play this role, overlapping 
US and European time zones and 
providing access to Asian markets. 

The fifth in a new series of reports from 
the publishers of Crawford s City 
Connections 

No. 1055. Price: UKR Europe £95. 

N America USS$145; Rest of World £98 
Published September 1986. 


Lj Japan 


Energy and Petroleum Sector Outlook 


This detailed picture of the entire 
Japanese energy economy covers not 
only the domestic oil, gas, coal and 
electricity sectors. but also dapan s 
imports and extensive investment in 
overseas energy supply. 

No.241. Price: UK & Europe £245: 
N. America US$395; Rest of World £248. 
Published June 1986. 


. The iebarnon Cont t 


Political shifts. regionalmpactand. 
economic oullook 


is a hnai showdowninLebanoninthe 
offing. brought about by a dramatic 


combination of regional and local events? 


What would be the implications, political 
and economic. of a possible power- 


shanng agreement? This report evaluates : 


potential outcomes of the confictin the. 


contextof Lebanon sunique structure and. 
regional role. Itlooks at whatisinvolvedan | 


reconstruction and the likely cost. 

No. 1067. Price: UKA Europe £75; 
N. America US$145: Rest of World E 
Published October 1986. 


Poland to the 1990s: 
Retreat or Reform? 


The Polish economy is walkinga ^ D ON 
tightrope between satisfying the deman 
of the population and its obligations to- 
Western bankers. Could mors be = ^ 
achieved if the theory of General 


Jaruzelski s economic reform was put inte - 


practice? How wilthenewtargetsbe — 
met? This report gives a comprehensive - 
analysis of Poland's problems and 
assesses the likelihood of the 1986-90- 
plan succeeding. 

No. 1061. Price. UK & Europe £85. A 
N America US$160. Rest of World E88 -— 
Published September 1986. 


To order please check the boxes by the ties i 
ihe address detaiis below and send the whole qx 


The Econamist Publications Limited 

40 Duke Street London WIA TDW 
Friednichstrasse 34 " 
6000 Frankturt am Main ! West Germany. 
10 Rockefeller Plaza 
New York, NY 10020 


.No.246. Price: UK & Europe £95; 


COMMODITIES 
N. America US$175; Rest of World £98. 


Published May 1986. | (C Wheat to 1991 Peasochargemy 
| | Adapting to oversupply oso 


Glut characterises the world wheat PEN CELT dri sak 
market. How and when can adjustment be Signature 
achieved? This report analyses regional 
prospects for wheat consumption, 
production and trade to 1991. Growth 
markets are identified but total world 
imports are forecastto decline. Prospects 
for all major exporters are evaluated The 


against this background, and likely policy D. : ; 
Economist] 


S yaertation Oil Demand to 


Registered otice 25 St James's Street London SWTA "HG. 


responses and their a on 1 paces are 
assessed. . . | 

Price: UK & Europe £95; - 

N. America USS180; Rest of World £98. 
Published October 1986. 





E are at a watershed in the evolu- 
tion of the computer industry. 
With the formation of 
Unisys, the level of global computer com- 
petition becomes truly significant for the 
very first time. 
Separately, the worldwide achievements 
of Sperry and Burroughs are renowned. 
N Together as Unisys, those two fine 
global reputations are not merely added, but 
m. 0 ta to a new level. To a whole new power: 
Ez operations on every continent —100 coun- 


tries —with nearly 60,000 installations at a 3 


` worth of $30 billion. 
But it’s a reputation still based on one 


t 
ái 


single premise: value to the customer. 
In today's competitive global Ven 
that makes a world of difference. - 


The power of ? 





ridPower? 





neighborh vods safe and quiet, it helps o our military 
crews go ee al abou their missions. 
We're c hroughs that make a difference 
ind the way people live. 
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